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~ FORD TRUCKS 
LAST LONGER!” 





Line construction and maintenance body equipment in 
wide variety is available on Ford Trucks through any 
Ford Dealer. The special Line Construction body for 
power, light and telephone utilities, pictured here, is 
by American Coach & Body Company, Cleveland, Ohio. 


ONLY FORD GIVES YOU ALL 
THESE LONG-LIFE TRUCK 
FEATURES: Either of two great en- 
gines, the V-8 or the SIX, both with 
full pressure lubrication to all main, 
connecting-rod and camshaft bearings, 
Flightlight oil-saving 4-ring pistons, pre- 
cision-type heat-resistant bearings and 
fast-warmup temperature control e rear 
axle design that takes all weight load off 
the shafts (*,-floating in half ton units, 
full-floating in all others) « heavy channel 
section frames, doubled between springs in 
heavy duty models « big, self-centering 
brakes, with heavy, cast drum surfaces, 
non-warping and score-resistant —all told, 
more than fifty such examples of Ford 
endurance-engineering to save you money. 
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ONE Big Reason — 
Ford Drive-Line Units 












The Ford Truck drive- 
line is 
enduring. 
minimized 
roller bearings, pro- 
tected by relief fit- 
tings, in all universal joints in all models. Half-ton 
chassis have two such joints. All other models 
(except 101” w.b.) have three, and, in addition, a 
heavy duty ball center bearing. This bearing is 
self-aligning—cushion-mounted in live rubber. It 
is leakproof, excluding dust and water. It is 
unaffected by frame flexing and is notably long- 
lived. Large-diameter tubular steel propeller 
shafts with forged ends are properly baianced. 
This assures freedom from destructive vibration 
and great strength without excess weight. 


exceptionally 
Friction is 
by needle 





NATURALLY, FORD TRUCKS LAST 
LONGER! Latest 1946 registration figures 
show that 78°; of all 1936 model Ford 
Trucks in use 9 years ago are still on the 
job! That’s up to 15.8°% better than the 
records of the next four sales leaders —5‘; 
better than the average of all four. More 
than 100 body-chassis combinations. See 
your Ford dealer! 





MORE FORD TRUCKS IN USE TODAY THAN ANY OTHER MAKE 
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BARBER Conversion Burners 
Employ the Best Combustion 
Principle Ever Devised 


Why use a gas flame to heat a refractory, to heat in turn a fire- 
pot—when you can heat the fire-pot DIRECT with a Barber Con- 
version Burner? Why use a crude “spreader” principle to divert 
the flame? Barber's controlled fiame action scores a direct hit 
on the combustion chamber the first time, without any intermedi- 
ate elements, and the flame thoroughly "scrubs" all heating sur- 
faces. Barber patented air-activated jets produce the hottest flame (1900°) on 
natural atmospheric pressure. That means top efficiency—the most from the equip- 
ment, the most from the fuel—and the closest approach to the efficiency of a new 
furnace designed exclusively for gas. 











Barber Conversion units, round or square, are made for all types of furnaces, 
also steam or hot water boilers, in a wide range of sizes, and are further ad- 
justable during installation so that they correctly fit the existing equipment. 
When the owner already 
has automatic controls, 
these are usually adaptable 
to a Barber installation. 
Get the conversion burner 
that's custom-built to suit 
the job—a genuine Barber. No. 324-B Barber Burner 





@ We are gas burner specialists, 
and offer you our engineering and 
plant facilities for the develop- 
ment and manufacture of burner 
units for your specific purposes. 
Write for Catalog illustrating and 
listing many types of Burners 
for Appliances, Gas Conversion 
Burners for Furnaces and Boilers, 
Regulators, etc. 





THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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ir own offices, on equipment especially designed for this specific purpose. 


ties throughout the country have statistics 
bills can be analyzed 
Send for free, illustrated booklet 
“THE ONE STEP METHOD OF BILL ANALYSIS” 


Write to: RECORDING AND STATISTICAL CORPORATION 
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is unique service your 
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DATA OF THIS TYPE—analyzing a utility’s bills—often discloses certain trends which 
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‘/. development of a technique for 
an organized survey of public senti- 
ment on nonpolitical questions seems to 
be a typically American contribution to 
extended democracy. Political voting, of 
course, is sO ancient as to be lost in the 
mists of antiquity. Even where demo- 
cratic government did not prevail, the 
ancient kings of Sparta sometimes found 
it advisable to obtain consent or at least 
the opinion of the mass population by 
calling for a shout from the multitude, 
or a clash of spears. In ancient Rome, 
more than a century before the birth of 
Christ, the secret ballot, known as the 
“tabella,” came into use as a protective 
device against intimidation and corrup- 
tion of open suffrage by the established 
nobility. 


But these and subsequent voting re- 
finements were all connected either 
directly or indirectly with the determina- 
tion of mass opinion on questions of 





JOHN C, FARIS 
MAY 22, 1947 


the Editors 





CLYDE OLIN FISHER 


government and issues of political 
policy. We can find no precedent even 
in more modern European history for 
systematic undertakings such as_ the 
Gallup poll or other public opinion sur- 
veys of purely personal preference. The 
nearest approach might be the rudimen- 
tary sampling of sentiment by people 
who attended fairs and expositions as to 
the finest stock animals or best cooked 
dishes. 


THE public opinion survey is the nat- 
ural outgrowth of an informal form of 
voting which also was politically in- 
spired. Before the American Revolution, 
British politicians found it advisable to 
take “straw polls” of sentiment in 
Parliament before issues were finally 
brought up for an official vote. This 
practice of “straw polls” became com- 
mon in both the Federal and state legisla- 
tures for practical working purposes of 
legislative procedure. 


6 
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; 
ARE THE LOGICAL TRENCHERS FOR MAIN LINE 
DISTRIBUTION AND SERVICE JOBS 


CLEVELANDS High Working Capacity and Low Operation Cost is 
due to a number of important factors such as: Extreme ease of 
operation and maneuverability in the confined areas or in the open 
——compact full crawler mounted wheel type design —a wide range 
of transmission controlled speeds backed by plenty of power— 
and a rugged welded steel fabrication and unit type construction 
assuring a big day's work every day. 


THE CLEVELAND TRENCHER CO. 






20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 
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8 PAGES WITH THE EDITORS (Continued) 


T' was the now defunct popular re- 
view magazine Literary Digest which 
brought the straw poll into its greatest 
prominence as a device for measuring 
mass opinion. This publication, it will be 
recalled, mailed millions of ballots on an 
indiscriminate basis in an effort to fore- 
cast the result of presidential elections 
or other major public questions. It was 
the very indiscriminate nature of such 
mass balloting which proved to be the 
undoing of the old Literary Digest poll, 
as many of us will recall. The 1936 
Digest poll predicted the election of Mr. 
Landon as President. 


THEREAFTER we witnessed the rise of 
the so-called “scientific” public opinion 
survey, which attempted to correct the 
shortcomings of unlimited mass straw 
poll systems. To date it has been fairly 
successful, judging by a general com- 
parison of results with forecasts. But 
even the “scientific” poll has its limita- 
tions when the technique of polling pub- 
lic sentiment is adopted for business pur- 
poses. Business corporations want to 
know more about public reaction to their 
products or services than a categorical 
“ves” or “no” or “undecided.” 


Pus tic utilities, by the nature of their 
operations, would seem to offer a most 
fruitful field for the employment of 
properly organized and executed public 
opinion survey programs. In this issue 
we present an interesting analysis of one 
of our nation’s leading public utility 
company’s efforts to find the most de- 
sirable and effective technique of con- 
ducting a survey of customer opinion for 
strictly business purposes. 


Joun C. Faris, author of the article 
entitled “Customers Have Ideas, Too!” 
beginning page 671, is the manager of 
the customer business department of 
Union Electric Company of Missouri. 
He joined that company following his 
graduation from the University of Mis- 
souri in 1924. He took his present post 
in 1945 after a number of years in 
various accounting assignments and as 
systems auditor. As chairman of his 
company’s service committee, Mr. Faris’ 
motto is: “The best way to find out what 
a customer thinks is to ask him.” 
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JOHN F. CHILDS 


OHN F. CHILDs, whose article on bank 

loans for utility companies begins on 
page 678, is assistant secretary, Irving 
Trust Company, One Wall Street, New 
York. He is a graduate of Trinity Col- 
lege (BS, ’31), Hartford, Connecticut, 
Harvard Graduate Business School 
(MBA, ’33), and Fordham Law School, 
as well as a member of the New York 
Bar. He is the co-author of a book on 
public utility securities and is now en- 
gaged in specialized analysis of public 
utility securities. 


* * * * 


LYDE OLIN FIsHER, author of the 

leading article on depreciation, is at 
present the chairman of the public utili- 
ties commission of Connecticut, which he 
joined as an associate member in 1941. 
Born in Kittrell, North Carolina, in 1891, 
CHAIRMAN FISHER was educated at 
Duke University (AB, ’11), Columbia 
University (AM, ’16), and Cornell 
University (PhD, ’19). Prior to his 
public service, CHAIRMAN FISHER spent 
a number of years teaching and has been 
professor of economics at Wesleyan 
University since 1922. 


THE next number of this magazine will 
be out June Sth. 


A, Gate 
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CUSTOMER SERVICE RECORD 


Available Separately or as a Part of 
the Complete, Coordinated System 


HERE ARE MORE DETAILS 
This speedy visible record saves as much as 70% of the 


ON REMINGTON RAND’S SYSTEM OF usual waiting time and clerical effort in handling service 
requests. 

During the few seconds that the Contact Clerk (or cus- 

tomer herself, if it’s an outside call) is on the phone, the 

CEN TRA LIZ i) record clerk completes the whole transaction, without cre- 

ating the usual multiple copy meter order. She merely re- 

cords the date wanted-and the customer's name and pre- 

¢ UST Om ER co N TAC TS vious address on a continuous meter order form. Here, full 

details of the services available at that location are perma- 

nently recorded—complete address, account number, meter 

AND RECORDS number and size, and name of previous occupant. There's 

no copying of these items, therefore no chance of errors in 

transcription. What's more, any mis-information given by 

the customer is spotted immediately—no need for call-backs. 





A PLAN THAT ENABLES UTILITIES Get full details on this record, and on the complete coor- 
dinated system of Centralized Customer Contacts and Rec- 

70 BUILD GOODWILL THROUGH FASTER ords. Installation, accomplished by our experts without 
: interrupting your routines, pays handsomely—in goodwill 

HANDLING OF SERVICE REQUESTS resulting from better service, and in lower operating costs. 


Write: Public Utilities Systems Department, 315 Fourth Ave- 
nue, New York 10. 


\, Renin 


FIRST NAME IN BUSINES YSTEM 
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Typical of Grinnell’s advanced pipe 
fabrication facilities is this forming 
process for outlets in headers which 
simplifies erection of piping on the 
job by eliminating difficult intersec- 
tion type welds. They are made pos- 
sible by this company’s 95 years of 
piping experience and continuous lab- 
oratory research and experimentation. 


GRINNELL COMPANY, INC. Executive 
Offices, Providence 1, R. I. Branch warehouses 
in principal cities. Manufacturing Plants: 


Providence, R. I.; Cranston, R. I.; Atlanta, Ga.; 
Warren, Ohio; Columbia, Pa. 
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Whenever piping is involved—Grin- 
nell has the specialized knowledge, 
field engineering experience and the 
production facilities to handle the job 
from first plan to actual operation. 
From this one source you can get 
everything from a tiny tube fitting 


to a complete power or process piping 
installation. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOoNTAIGNE 





“In the atomic energy field it is not the atom that 
may get out of control, it is the human.” 


* 


“The public safety is more important than the in- 
terests of any one group of key workers, large or smail.’ 


* 


“Free individual enterprise is the country’s greatest 
need for the preservation of national security and de- 
mocracy.” 


* 


“The privilege of striking cannot be carried to the 
point where general strikes or industry-wide strikes 
cripple the economy of the nation.” 


. 


“Efficient production is just as much a safeguard of the 
security of the ordinary workingman’s job as it is a 
safeguard of the profits of the big operator.” 


* 


“T believe we get only the kind of government we de- 
serve. When we take no interest in politics and suffer 
bad government as a consequence we have only ourselves 
to blame.” 


¥ 


“We cannot take the investor by the hand and point 
out all the pitfalls. But we can do everything possible 
to prevent him from being victimized by unscrupulous 
persons.” 


> 


“In the present state of technique, positive govern- 
mental action to check or reverse an economic trend is 
not a proven instrument. There is no guide to the divid- 
ing line between use and misuse.” 


* 


“We are charged with a high responsibility in public 
service. The daily welfare of our customers is as depend- 
ent upon our able and conscientious discharge of our 
duty as it is upon that of any other group of public 
servants.” 
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FIRST CHOICE OF 


Hteean DRIVERS 








GMC trucks are preferred by veteran drivers . . . old 
and young. They are the choice of men who have 
operated commercial vehicles for years, just as they are 
the choice of veteran G.I.s who put GMC military 
vehicles through unbelievably tough hauling assignments 
on battlefronts all over the world. GMCs are favorites 
of these men who know trucks because GMCs can be 
counted upon to perform powerfully, economically and 
dependably . . . mile after mile, day after day. They 
are favorites because they are all-truck built, with truck 
axles, transmissions, clutches, frames and brakes, plus 
engines of the same basic design as that used in nearly 
600,000 military GMCs. There’s a model ideally suited 
to your job... to every hauling job, large or small. 





GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 
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KirtLey F. MATHER 
Professor of geology, 
Harvard University 


Epitor1AL STATEMENT 
Chicago Journal of Commerc: 


ALBERT J. BROWNING 
Vice president, Ford Motor 
Company 


Ravtpw McGILi 


Editor, The Atlanta Constitution. 


Joun S. CoLEMAN 
President, Burroughs Adding 
Machine Company 


EpitrortAL STATEMENT 
Chicago Daily Tribune 


THoMAS P. ARCHER 
Vice president, General Motors 
Corporation. 


ArTHUR W. BINNS 
President, National Home and 
Property Owners Foundation. 
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“Scientific research has opened wide a door from which 
two roads diverge into the future. One road leads to 
death and destruction, the other to abundant life and 
peaceful progress.” 


+ 


“Government cannot bargain with labor unions, be- 
cause such bargaining would imply equality between gov- 
ernment and unions. It would raise unions to parity 
with the supreme power of the state.” 


Aa 


“What we need, it seems to me, is a dynamic point of 
view toward the profit system—the competitive profit 
system which has built American industry and the Ameri- 
can nation. We have been on the defensive too long.” 


Aa 


“We are a sick nationality. The only cure is to go to 
work. It is really quite simple. Production is the key to 
national health. There isn’t any necessity to go to the 
right or left. There is a necessity to go to work and 
produce.” 


> 


“Sell the idea that man is an individual, not simply a 
part of a group. Sell the idea that permanent security, 
true success, and happiness are things that no one can 
give you. They can be gained only through hard work, 
self-reliance, self-confidence, and self-respect.” 


* 


“Every man has the moral as well as the legal right 
to resign his job because he wants more pay or for any 
other reason, good or bad. What he hasn’t the moral 
right to do is to conspire with his fellow workmen to 
quit in a body if by doing so he endangers the community.” 


* 


“War controls must be entirely removed, government 
spending must be reduced to a practical operating basis, 
taxes must be adjusted to what the country can afford to 
spend, and not used for political aggrandizement. The 
government must remove itself from the field of industrial 
relations and collective bargaining. A fair economic cli- 
mate must necessarily include a stabilized labor and wage 
situation.” 


* 
“The issues are clear. We are going to have private 
ownership of property . . . and the liberty that goes with 


it, or we are going to have government intrusion into 
every liberty in the name of protecting society against the 
inherent and irremovable uncertainties of human life. 
There’s nothing experimental! about either. We know what 
happens in each case. But we have to decide which we 
want—and then act.” 


f~ € Liz 
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WHATEVER THE STORAGE BATTERY TASK YOU 
CAN ALWAYS COUNT ON EXIDE CHLORIDES 


Ever since storage batteries were first em- 
ployed in Central Station service, Exide 
Chloride Batteries have continued to merit 
their reputation for dependable perform- 
ance, long-life and economy. They have 
the capacity needed to deliver adequate 
power for operating switch gear, control 
bus and many other storage battery tasks 
including emergency lighting. 


Exide Batteries have earned the confidence 
of engineers everywhere, and their wide- 
spread use is proof of their depend- 


ability, long-life and ease of maintenance. 


Whatever your storage battery problems 
may be, Exide engineers will be glad to 
help you solve them. 


Exide 


CHLORIDE 
BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 
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CENTRAL STATION en genres b boilers for central- 
station service are available in several basic designs thet meet 


ts of individual stations. The boilers illustrated - 





the requir 
a ee 


INTEGRAL-FURNACE BOILER — The Intogral-Furnece, Boiler 
is a p dinated unit built in a wide ronge of 
steam cap ities ond nd for p and ¢ 

by the most up-to-date and efficient prime movers. It is de- 
signed to burn pulverized solid fuels, oil, or gos, si or in 
any combination, thus utilizing at high combustion ncy 
the least expensive fuel obtainable in any locality. 
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LOW COST STEAM 
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TYPE H STIRLING BOILER — a low-head moder. 

ate-pressure unit that fulfills uirements “ 
small industrial plants, se Bg ot ge 

buildings, and similar installations, Aeatabie in 

capacities rk from 1500 to 30,000 Ib. steam 

ring with Ns The furnace, 
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Baw ete 32 CROSS-DRUM BOILER — This boiler is an attractive B&W INTEGRAL-FURNACE BOILER (CLASSES 9, 





unit for small end medium-size power plonts where refractory furnaces 12, & 15) — This Integral-Furnace Boiler design is 
are suitable. It provides the advantages of the straight-tube, secti ilable for firing with stokers or with oil. Having 
header construction used in B&W Cross-Drum Boilers designed for a water-cooled furnace of special design, this : 
larger capacities. provides the dependability of central-station boilers, 


with efficient and smokeless combustion, 


The time-tested, performance-proved boiler de- 
signs shown on these pages are big reasons why 
so many industrial and utility power men come 
to B&W again and again when modernization or 
expansion of power plant facilities calls for new 
steam-generating equipment. They know from 
long, satisfactory experience that B&W boilers 
are soundly designed, built and applied to fulfill 
‘the specific conditions of each job; embody the 








very latest developments; and, therefore, con- . | ye 

sistently give the high standards of performance | i oy SR 

essential to low-cost steam generation. They know l ay 1 Lt 

too that from B&W, they get the benefit of nearly 

80 years of valuable experience in solving boiler papers tone phy dawson Freier Army “a 
requirements—experience that cannot be written industrial plants and central stations. It readily re- 
into specifications or shown on blue-prints but is spends to sudden and heavy demands for era 


nd deli d el 
reflected in all B&W steam-generating equipment. al on mated Lae cee beds eran 


h rat 
high con concen: 
tration a: solids. May be fired ape: Be a 
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Water-Tube Boilers, for Stationary Power Plants, for 
Marine . ater-Cooled 


. . . Reonomizers . . . Air Heaters . . . Pulverized- 
Coal Equipment . Stokers Ges 
and tied Secner . Seamless abd Welded Tubes 
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OFF THE PRESS: ~— PROCEEDINGS OF THE 1946 
CONVENTION 


OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





This important volume is printed in a limited 
edition. It contains valuable discussions and re- 
ports on the following provocative and timely 
subjects: 





Rate Making and Regulation of Public Utilities — Valuation — Depreciation — Tele- 
phone Regulatory Problems [including Mobile Telephone Service, Rural Telephone 
Needs, Telephone Rate Structure) — Accounting — The Telegraph Problem — Air 
Commerce — Gas and Oil Production — Transportation 


These and others 88.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER PUBLICATIONS OF THE 
NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


Depreciation: 

(1946) Methods of Pricing Retirements from Group Property Accounts .................... $1.25 

1944 Report of the Committee on Depreciation (Supplement to 1943 report) ................ 1.25 

1943 Report of the Committee on Depreciation (277 pages) ............ 0.0202 -e cece eeees 3.50 
Valuation: 

en er ND esac weeded nad eiadue ee endecmaeeiwed 1.25 

Comments on 1946 Valuation report by Advisory Counsel John E. Benton .................45. 75 
Rates of Public Utilities, Committee Report on............. 2... 6.66 cece eee eee 50 
Mobile Telephone Service: 

EERE OL COTTE REE EEE OE OT REE Te ET eee FT 1.00 

ne ee I I odin is Fon 0b eps sade cedesceesnseeeecetnesstsecv ies 50 
Interpretations of Uniform System of Accounts for Electric Utilities................. 1.50 
Interpretations of Uniform Sysem of Accounts for Gas Utilities ..................... 1.50 
Interpretations of Uniform System of Accounts for Water Utilities................... 1.50 


Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water 
Utilities ($2) Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges! 





NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 
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CRESCENT 


IMPERIAL NEOPRENE 


CRESCORD 


Gor Heavy Duty 
Industriel Yse 
The tough, NEOPRENE jacket gives this cable 


maximum life for the most severe operating 
conditions. Among its chief advantages, it is 


OIL PROOF 

SUN PROOF 
ABRASION RESISTING 
FLAME RETARDING 
FLEXIBLE 

LONG LIVED 


Furnished in all sizes from No. 18—Two Con- 
ductor to 500,000 C.M.—Three Conductor 


CRESCENT< 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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HE International TD-6 is a flex- 
ible, easily maneuvered crawler 
tractor that’s packed full of power to 
meet an unusually large number of 
power requirements. 

Take its performance on the back- 
filling job illustrated! With a matched 
bullgrader it backfills from 700 to 800 
feet of 6- to 8-foot ditch each 10-hour 
day. 

In-built, all-weather starting com- 
bined with International advanced de- 
sign fuel combustion, sturdy con- 
struction, dependable performance 
and long life give the TD-6 every- 
thing. It offers fast action, modern 






appearance, bal- 
anced power and 
weight, and full- 
Diesel economy. 
Put it to work 
on the many jobs now coming up for 
attention and see how it takes them on 
at new low cost. 

The nearest International Indus- 
trial Power Distributor will give you 
further facts, answer your questions 
and take your order for the Inter- 
national Tractors and Power Units 
that are suited to your needs. 


a] Industrial Power Division 





INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue 


Chicago 2, Illinois 7 


INTE RNATIONAL POWER 


CRAWLER AND WHEEL TRACTORS - DIESEL ENGINES - POWER UNITS 
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New York State Telephone Association ends meeting, Syracuse, N. Y., 1947. 
Wisconsin State Telephone Association ends meeting, Madison, Wis., 1947. 
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Canadian Natural Gas and Petroleum Association ends meeting, Hamilton, Ont., 1947. 
Missouri Valley Electric Association ends meeting, Davenport, Iowa, 1947. 
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| Canadian Gas Association will hold meeting, Niagara Falls, Ont., June 9—11, 1947. 
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i eg Electrical . {ssociation will hold annual meeting, St. Andrews, N. B., June 
20, 194 
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| California Independent Telephone Association will hold convention, Santa 8 
Monica, Cal., June 19, 20, 1947. " 
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Liquefied Petroleum Gas Association begins convention, Chicago, IIll., 1947. 
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W q National Electrical | eens rs Association will hold annual meeting, Hot Springs, 
19 





28 Va., June 22-26, 
29 T* { Oregon Independent Telephone Association and W eines Independent Telephone 
Association will hold meeting, Hood River, Or., June 27, 28, 1947. 





30 F 9 Gas Appliance Short Course, University of Tulsa, ends, Tulsa, Okla., 1947. 





31 Se 4 Michigan Gas Association will hold meeting, Mackinac island, Mich., July 7, 8, 1947. 
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4 National Association of Railroad and Utilities Commissioners will hold annual con- 
vention, Boston, Mass., July 15—18, 1947. 





Q Edison Electric Institute begins annual meeting, Atlantic City, N. J., 1947. 





9 American Water Works Association will hold annual conference, San Francisco, ) 
Cal., July 21-25, 1947. 
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{ Pacific Coast Electrical Association begins annual meeting, Riverside, Cal., 1947. 




















XUM 














Courtesy, Northern States Power Company 


The Fuel Reserves of Public Service 
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Live Depreciation Questions 


Recent trends as to the effect of the reserves on the 
rate base and in the treatment of the earnings on the 
reserve when invested in plant expansion. 


By CLYDE OLIN FISHER* 
CHAIRMAN, CONNECTICUT PUBLIC UTILITIES COMMISSION 


nage one of the characters in Owen 

Wister’s Virginian addresses the 
hero in language that casts doubt upon 
the latter’s paternity. Thereupon the 
Virginian replies, “When you say that, 
damn you, smile.’ Just at present the 
term “depreciation” as applied to util- 
ities falls pretty much in the category 
of the ribald remark and epithet applied 
to the Virginian. It frequently pro- 
duces more heat than light. Neverthe- 
less, whether one can smile or not, the 
concept must be examined and an at- 
tempt must be made to enunciate a pol- 
icy that is economically sound and so- 


[ a moment of good-natured badi- 





*For personal note, see “Pages with the 
Editors.” 


663 


cially expedient. In fact, effective regu- 
lation depends upon the promulgation 
of a sound depreciation policy. By way 
of introduction, I shall hazard a few 
generalizations that might well be called 
axioms in depreciation accounting : 

1. Depreciation, as defined in pub- 
lic utility accounting, may be said to 
represent the loss not restored by cur- 
rent maintenance which is due to all 
the factors causing the ultimate retire- 
ment of property. 

2. At the time of retirement of de- 
preciable utility plant the annual de- 
preciation charges should have aggre- 
gated a sum of money which, together 
with the salvage recovered, should be 
identical with the cost of original in- 
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vestment. Such an annual charge con- 
stitutes an operating expense (cost of 
service) which the customer should pay. 

3. Depreciation is both physical and 
functional. Physical depreciation is 
more susceptible to computation and 
accurate appraisal than is functional 
depreciation. In many instances a plant, 
while still mechanically sound, may 
none the less be as obsolete as is a Mod- 
el T Ford in the year 1947. 

The margin of error in the estimate 
of functional depreciation does not re- 
lieve the utility of an obligation to make 
an estimate of the dollar amount in- 
volved. Despite the fact that more re- 
tirements in the past have been at- 
tributable to obsolescence than to phys- 
ical wear and tear, and despite the fact 
that no one can prognosticate years in 
advance when a particular plant will 
become obsolete, it is none the less es- 
sential to make the best estimate pos- 
sible. During the life of the plant the 
estimates for current depreciation 
should be modified if experience indi- 
cates an error in former predictions. 

4. A reasonably accurate charge to 
depreciation is essential to the compu- 
tation of net income for the year, Any 
overcharge to depreciation represents 
not admitted earnings, and any under- 
charge results in an overstatement of 
earnings. 

5. In view of the impossibility of a 
completely accurate current estimate 
of depreciation for any one year, it fol- 
lows that a corporation is unable to 
determine until years in the future what 
the earnings of any one year may have 
been. At best, therefore, earnings on 
a yearly basis represent an enlightened 
estimate. But the estimate must be 
made, with a full realization of the fact 
that it is only an estimate. 


} ke is obvious that depreciation ac- 
counting is more significant in the 
case of the regulated monopoly than 
it is in competitive industry. This fol- 
lows from the fact that the regulated 
monopoly has its earnings determined 
by some agency operating under a man- 
date to give a fair return upon the in- 
vestment made by owners. No con- 
clusion can be reached as to the proper 
investment until it is determined how 
much of that investment has been re- 
couped and, further, how much should 
be allowed as an operating expense for 
the current period. An industrial cor- 
poration may, if it so wishes, build up 
a depreciation reserve to the extent of 
wiping out completely the original 
plant investment. Such a policy will 
have no necessary effect upon subse- 
quent earnings. If the utility corpora- 
tion, however, has charged against its 
customers as an operating expense a 
substantial portion of the investment 
made, such a corporation may discover 
that earnings thereafter will be predi- 
cated upon the portion of investment 
not thus recouped. 


Eiger some twenty years ago most 
public utility corporations used 
what was known as “retirement ac- 
counting.”” Such accounting was fre- 
quently practiced on a wholly unsci- 
entific basis. In theory the utilities set 
up a retirement reserve against which 
was charged the investment of any par- 
ticular plant that might go out of serv- 
ice at a given time. If scientifically com- 
puted and made a function of service 
life, the retirement reserve so-called 
would be identical to what is now 
designated the depreciation reserve. In 
practice, however, many utilities 
adopted a hit-and-miss policy in which 
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large sums were allocated to the retire- 
ment reserve in periods when earnings 
were good, and small sums were al- 
located to this reserve when earnings 
were low and when a proper charge 
might have interfered with dividend 
policy. In other words, the annual 
charge was predicated, not on the the- 
ory of restoring whatever plant had 
been consumed, but rather on the the- 
ory of financial expediency and the 
maintenance of a desired dividend pol- 
icy. Obviously, the consumption of 
plant is no more a function of earnings 
than it is a function of debt amortiza- 
tion or the outcome of the Irish Sweep- 
stakes or the vagaries of the vernal 
equinox. Because of the serious abuses 
involved in retirement accounting for 
public utilities, Federal and state com- 
missions now are practically universal 
in their requirement of depreciation 
accounting. 


_— proceeding further in an ex- 
amination of certain controversial 
issues, let me repeat dogmatically that 
depreciation of utility plant is a legiti- 
mate operating expense which should 
be recouped from customers; that the 
depreciation reserve at the end of the 
service life of plant should equal the 
investment in the plant; that the own- 
ers of a utility property are entitled to 
a fair return upon the investment made 
until such time as customers may have 
returned that investment as a compo- 
nent in the charges paid for service. 
The fact that the depreciation reserve 


has been collected from customers to 
compensate for the wear and tear of 
plant naturally raises the question as to 
what treatment should be given to this 
depreciation reserve in any rate base 
established for a utility corporation. 
For a long time there has been a con- 
troversy among students of utility 
regulation as to the relative merits of 
what is known as gross plant invest- 
ment, on the one hand, and net plant 
investment—that is, original cost less 
depreciation—on the other hand. The 
recent trend of regulatory opinion has 
been in the direction of establishing as 
a rate base the depreciated plant invest- 
ment plus working capital and mate- 
rials and supplies. Perhaps I can best 
illustrate this by giving a numerical 
illustration : 


tgs that the owners of a utility 
have invested $100,000 in plant 
and equipment. Assume further that 
the plant depreciates at the rate of 2 
per cent annually. It follows, therefore, 
assuming that the depreciation reserve 
is invested exclusively in plant expan- 
sion and that no additional money is 
put into the plant, that at the end of ten 
years the gross plant investment would 
be $120,000, the depreciation reserve 
$20,000, and the net plant investment 
consequently $100,000, that is, the in- 
vestment originally made by owners. 

In view of the fact that the owners 
have invested only$100,000 in a plant 
which has cost $120,000, a plant no 
parts of which have as yet been retired 


7 


“AN industrial corporation may, if it so wishes, build up a 
depreciation reserve to the extent of wiping out completely the 
original plant investment. Such a policy will have no neces- 
sary effect upon subsequent earnings.” 
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and all parts of which still function 
adequately in the performance of serv- 
ice, it is argued very strongly by many 
students of regulation that the owners 
are not entitled to a return on the $20,- 
000 in the depreciation reserve which 
has been paid by customers in antici- 
pation of plant retirement. A strong 
argument can be made in support of 
this position. But a correct answer is 
probably much more difficult than is 
the apparent conclusion. It is true that 
the owners have put only $100,000 of 
their money into the plant. It is also 
true that the expansion costing $20,000 
has been financed by money collected 
from customers in anticipation of ulti- 
mate retirement of the plant used in 
their service. 


O N the other hand, the owners of 
the corporation have assumed a 
responsibility, in their capacity as trus- 
tees, for the recoupment of the $20,000 
for the retirement of the plant for 
which the $20,000 has been collected 
in the first instance. This responsibility 
of finding the money at the time needed 
may give some justification for a mod- 
est return to the stockholders upon the 
investment pending its final utilization 
for the purpose for which it was col- 
lected in the first instance. 

In other words, the investment of 
the depreciation reserve in plant expan- 
sion does place upon stockholders the 
responsibility of finding the money for 
use for its original purpose when, as, 
and if needed. In addition to this re- 
sponsibility which is imposed upon 
stockholders, there is some risk that the 
investment in plant expansion will not 
be justified by the financial returns on 
such expansion. There is inevitably a 
risk in any financial commitment. 


Should the stockholders be compen- 
sated for this risk by whatever amount 
of money may be appropriate in view 
of the nature of the hazard assumed? 


7 problem may be illustrated by 
a comparison of two utility plants 
representing identical net investment 
but different gross investment. Suppose 
one plant cost $600,000 and has ac- 
crued a depreciation reserve of $200,- 
000, resulting in a net of $400,000. As- 
sume that another plant cost $500,000 
and has accrued a depreciation reserve 
of $100,000, giving a net investment of 
$400,000, or the same amount as in 
the first case. But the owners of the 
first plant have whatever risks may be 
involved in an investment of $200,000 
prepaid by customers whereas the own- 
ers of the second plant have assumed 
a risk incident to the investment of only 
$100,000. Also, the first company has 
an obligation to find $200,000 when- 
ever needed to replace used-up plant, 
whereas the second company has the 
responsibility of retrieving only $100,- 
000 for such use. 

To give the same dollar return to 
the two companies, therefore, would 
seem inappropriate and perhaps in- 
equitable. 

A competent student of utility regu- 
lation has argued strenuously for the 
utilization of gross plant investment 
as a rate base and for the credit to the 
depreciation reserve of a sum of money 
which represents the cost of borrowed 
money to the utility corporation. To 
illustrate, he would give the stockhold- 
ers a return on the $120,000 suggested 
in one of the illustrations mentioned 
above, say a return of 6 per cent, and 
at the same time he would credit to the 
depreciation reserve as an offset against 
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Retirement Accounting 


a U NTIL some twenty years ago most public utility corporations used 

what was known as ‘retirement accounting.’ Such accounting 
was frequently practiced on a wholly unscientific basis. In theory the 
utilities set up a retirement reserve against which was charged the invest- 
ment of any particular plant that might go out of service at a given time.” 





the return to stockholders something 
like 3 per cent interest on the accrued 
depreciation reserve. He has suggested 
the figure 3 per cent because that is 
approximately the rate at which the 
corporation could have borrowed 
money by the issue of bonds. In sub- 
stance, he proposes to credit to his cus- 
tomers, upon their advance payment in 
anticipation of the retirement of plant, 
a return comparable to what the corpo- 
ration would have been required to pay 
had it “borrowed” this money from out- 
siders. 


Bhan equity in this proposal can be 
supported by plausible reasoning. 
Whether or not the spread between 6 
per cent given to stockholders and the 
3 per cent given to customers in the de- 
preciation reserve is too large, is an- 
other matter. Suppose the stockholders 
could have borrowed money in the open 
market at 3 per cent. It is just as true 


that the customers might have invested 
at 4 or 5 per cent the money which 
they have prepaid in anticipation of the 
retirement of the plant consumed in 
their service. If the stockholders are to 
be permitted to pay 3 per cent because 
they could borrow elsewhere at 3 per 
cent, perhaps the customers have just 
as much justification. for insistence 
upon a credit of 4 or 5 per cent because 
they could have invested elsewhere and 
earned 4 or 5 per cent. 

Even though the thesis be accepted, 
I have grave doubts whether the spread 
suggested can be justified either on the 
basis of the risk that the stockholder 
assumes in the new investment or on 
the basis of the responsibility which 
the stockholder has assumed for the re- 
coupment of the money invested in the 
depreciation reserve when it needs to 
be used in the replacement of the plant 
against the replacement of which it was 
collected in the first instance. 
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| 8 ew NG the last few years, two very 
interesting decisions have been 
made on this problem, The Missouri 
commission, in December, 1945, em- 
phasizing the fact that stockholders as- 
sume a risk when the depreciation re- 
serve is invested in plant expansion, has 
used undepreciated plant investment as 
the rate base and has required a credit 
of 3 per cent upon the depreciation re- 
serve as an offset against the return 
granted on undepreciated plant.’ The 
Louisiana commission,” more recently, 
reached a conclusion which is identical 
in principle with that used by Missouri, 
but one which represents a very much 
narrower spread. The Louisiana com- 
mission gave a return of 6 per cent on 
gross plant investment and required the 
utility to deduct from the dollar amount 
represented by such return 53 per cent 
on the depreciation reserve presently in- 
vested in plant. Although the formula 
differs somewhat in the two cases, the 
fundamental issue is identical. In sub- 
stance, Missouri approves 6 per cent 
to the stockholder and 3 per cent to the 
customer. Louisiana approves 6 per 
cent to the stockholder and 54 per cent 
to the customer. My tentative impres- 
sion is that the spread of two-thirds of 
one per cent in contrast to 3 per cent 
more nearly represents a proper amount 
to compensate stockholders for the risk 
that the investment will prove to be 
noncompensatory and for the responsi- 
bility of retrieving the invested funds. 


F geen ER seductive issue arises when 
upon examination it is found that 
a utility has an inadequate depreciation 
reserve; that is, the existing reserve is 
less than the depreciation that has ac- 





162 PUR(NS) 129. 
2 (1946) 65 PUR(NS) 18. 
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tually occurred. A question also arises 
in those cases in which the depreciation 
reserve is excessive and substantially 
larger than the depreciation that has 
actually accrued. 

The United States Supreme Court, 
in 1926, especially in the New York 
Telephone Case,? held that an excessive 
amount collected from customers un- 
der the caption of depreciation belonged 
to the stockholders just as truly as 
though the stockholders had invested 
their own money in the first instance. 
The same court, in 1934, in the Lind- 
heimer Case,* reached a similar conclu- 
sion, although it did say that the col- 
lection of an excessive amount in the 
past served as a criterion for the re- 
setting of the “sights” and a deter- 
mination of what would constitute a 
proper collection in later years. The late 
Mr. Justice Brandeis, many years ago, 
in a number of decisions held that pres- 
ent customers could not benefit from 
excessive depreciation paid in the past 
nor could present customers be penal- 
ized by virtue of the fact that past cus- 
tomers had paid an inadequate amount 
as depreciation. In other words, water 
that has gone over the dam has gone 
and cannot be returned. 


o i law in the case seems to be per- 
fectly clear, and perhaps equity is 
promoted by the conclusions which the 
courts have reached. The difficulty 
comes in the application of an accepted 
standard and principle of law. I shall 
attempt to show by an illustration some 
of the complications involved in at- 
tempting to reach a solution under a 
given set of circumstances. 





8 Public Utility Comrs. v. New York Teleph. 
Co. 271 US 23-32. PUR 1926C 740. 
#292 US 151-182, 3 PUR(NS) 337. 





7, a a 2. a ee ee, eee ee ee ee ee 


oi a a a a ae 





XUM 


LIVE DEPRECIATION QUESTIONS 


There recently came to my attention 
the case of a utility corporation (I am 
using hypothetical figures) with a plant 
investment of approximately $8,000,- 
000 and a depreciation reserve of some- 
thing like 20 per cent. An engineering 
study for this company revealed that 
on the straight-line basis, which had 
been accepted by the company, the de- 
preciation reserve was inadequate to 
the extent of approximately $800,000. 
The company admitted this deficiency 
and proposed to compensate for it by 
stepping up the rate of depreciation for 
the remaining years of the life of the 
property at such rate as to compensate 
for the inadequate charges in the past. 
If, for example, the property in ques- 
tion has a remaining service life of 
twenty years, during those twenty years 
the corporation would collect from cus- 
tomers as a depreciation charge some 
$40,000 annually over and above what 
would have been needed had there been 
no deficiency in the depreciation re- 
serve. 


penta such an additional sum of 
money be permitted as a deprecia- 
tion charge collected from customers ? 
It would seem, without going into the 
various qualifications and modifica- 
tions that might be suggested, that the 
responsibility for making up this de- 
ficiency, especially if the stockholders 
have fared generously in the past, was 


7 


that of owners rather than that of pres- 
ent and future customers, Why should 
present customers be penalized either 
because former customers have been 
served at a loss or because stockholders 
in the past have fared too generously 
in earnings or have disbursed capital 
as dividends? It follows that the addi- 
tional charge of $40,000 annually 
should be placed “below the line” and 
should not be permitted as a deprecia- 
tion charge to be collected from cus- 
tomers as an operating expense. 

A further illustration presents a 
somewhat similar problem. A given 
utility (the figures again are hypo- 
thetical) within the past few years has 
decided to abandon a generating plant 
and to secure its energy from a much 
more efficient and modern generating 
station. The existing plant was built 
some twenty-odd years ago and at that 
time constituted a prudent investment 
and represented the best judgment of 
owners as to the kind of plant that 
should be constructed. 


“7 HE existing plant is very much like 
an antiquated machine. Mechan- 
ically it is perhaps as good as it ever 
was but functionally it is as obsolete 
as is the prehistoric dinosaur. At the 
present time the depreciation reserve 
against the existing plant is some $150,- 
000 less than the remaining investment 
in that plant. The abandonment of the 


“... the consumption of plant is no more a function of earn- 
ings than tt is a function of debt amortization or the outcome 


of the Irish 


weepstakes or the vagaries of the vernal equi- 


nox. Because of the serious abuses involved in retirement 
accounting for public utilities, Federal and state commissions 
now are practically universal in their requirement of depre- 


mig tend” 
ciation accounting. 
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obsolete plant will in general benefit 
the customers in that they will be able 
to get better service at lower price 
through the utilization of a modern 
plant. The company proposes to amor- 
tize over a period of ten or fifteen years 
the undepreciated investment in the ex- 
isting plant; that is, to add some $10,- 
000 or $15,000 a year as an operating 
expense for the new plant and thereby 
to recoup the remaining investment in 
the plant to be abandoned. 

Should present and future customers 
pay for their service a price which rep- 
resents only an adequate sum on the 
basis of present costs of getting it from 
an efficient plant, or should they pay in 
addition to this a sum of money to per- 
mit the owners to recover an investment 
which has proved improvident? This 
can be argued from both sides. 


a customers undoubtedly will 
benefit from the substitution of the 
new plant and this would indicate the 
propriety of having them bear some of 
the burden in the abandonment of the 
obsolete plant. On the other hand, the 
owners of the plant have presumably 
for a period of twenty years been per- 
mitted to earn a sum of money which 
reflected not simply bond interest but, 
in addition thereto, a premium for the 
assumption of risk. If they have col- 
lected the premium for risk and then, 
upon the occurrence of loss, shift the 
loss to somebody else, have they not col- 
lected for a risk that they did not as- 
sume? A correct answer to this ques- 
tion perhaps falls in the category of 
problems that challenged the business 
acumen and the analytic judgment of 
Solomon of old. 





Democracy in Action 


r4 —— numbers of people—large enough to swing elections 

—are not easily instructed in economic and political 
literacy. Their votes are not determined by reasoned consid- 
eration of logic presented in print. They are influenced 
primarily by emotion, by mass reactions, and by last-minute 


pressures. 


“Any man or woman, alert to daily contacts and able to ex- 
press the truth clearly, can take a constant part in the process 
of educating others. A man who understands that individual 
freedom is the sole source of American production, and that 
production provides all wages, well-being, and wealth, can find 
daily chances to say these things to others. He can say them in 
the barber shop and garage, in the stores and shops where he 
spends his time, A woman who understands these simple Ameri- 
can fundamentals can express them to. the people she meets in 


her own daily contacts. 


“It was people of conviction, talking to each other, who paved 
the way for the Declaration of Independence. It is people, talk- 
ing to each other, who in the long run determine the convictions 


which govern the nation.” 


—WHEELER McMILLEN, 


Editorial director, Pathfinder 


News Magazine. 
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Customers Have Ideas, Too! 


How an electric company finds out firsthand what its customers 
think of its operations, policies, and procedures, then proceeds to 
initiate improvements, and how, at the same time, many requests 
and inquiries which might never have come to the company’s 
attention are disposed of to the customers’ satisfaction. 


By JOHN C. FARIS* 


‘eT 4 HAT do you want to see me 
about?” said a housewife, 
peeking out of the door. 

The company interviewer gave her 
a friendly smile. “What you think about 
us means a lot. This is just a neighbor- 
ly visit to find that out, if you wish to 
tell us. How have your electric bills 
been ?” 

“Okay. Say, I never heard of any- 
body caring what their customers 
thought,” said the lady, opening the 
door and relaxing. “Won’t you come 
in and sit down?” 

This little exchange was only the be- 
ginning of what turned out to be a 
pleasant discussion about the electric 
company from the customer’s view- 
point. At the conclusion of the inter- 
view fifteen minutes later the customer 
was no longer surprised that the com- 
pany valued her opinion. She con- 
versed freely and realized that the in- 
terviewer respected her ideas and, in 
parting, thanked him for the visit. 





*For personal note, see “Pages with the 
Editors.” 


Union Electric Company of Mis- 
souri has conducted over 16,000 such 
calls on residential customers in the St. 
Louis metropolitian area during the 
past year. Five specially trained inter- 
viewers, all company men with long 
experience, do this work known as the 
“customer research survey.” It has a 
twofold purpose. 

The first objective is to get informa- 
tion from the customer by encouraging 
him to express voluntarily whatever is 
uppermost in his mind about the com- 
pany, its service, policies, procedures, 
or personnel. A few carefully selected 
questions are used primarily to stimu- 
late the customer’s thinking, so he will 
talk while the interviewer lends an at- 
tentive ear. 

The second—and equally important 
—objective is to give information to 
the customer. The interviewer clears 
up, on the spot, a variety of adverse 
ideas which may be based on lack of 
understanding or misinformation about 
the company and its operations. In each 
such instance the result is obviously a 
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better-satisfied customer. There are, of 
course, certain specified limitations be- 
yond which the interviewer may not go 
in disposing of the more technical or 
difficult cases; these are referred later 
to the proper departments within the 
company for attention by specialists. 


Spon are substantial distinctions 
between this “customer research 
survey” and what is commonly known 
as a “public opinion poll.” In carrying 
out the first phase of the work, com- 
pany interviewers do not ask a fixed 
list of questions which can be answered 
and checked off as “Yes,” “No,” or 
“Doubtful.” The question “How have 
your electric bills been?” requires some 
thinking for the customer to answer. 
Other questions used only occasionally 
if the customer is reluctant to talk 
include: 

“Do you feel that you have always 
been treated fairly by the company?” 

“Have you had any trouble with 
your fuses recently?” 

“Have you any suggestions as to 
how we can improve our service?” 

Frequently the customer will say, 
“Oh, yes, that reminds me.. .” 

In every case the customer is asked 
to verify the spelling of the name on 
his electric bill, an imprint of which is 
carried by the interviewer for every 
house on his route that day. A question 
is usually asked about the company’s 
weekly half-hour radio program. An- 
other is: 

“Have you read any of our news- 
paper ads lately ?” 

The reception the interviewer re- 
ceives is surprising. In two of three 
cases the customer—most often a 
housewife—invites him in to be seated 
for a comfortable, friendly chat. This 
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is highly desirable because better re- 
sults can be attained than from a door- 
step discussion. Another interesting 
fact is that the company’s name seems 
to be a magic open sesame, for our men 
have been asked to show an identifica- 
tion card in only two instances out of 
16,000 calls! 


Siw interviewer carries only a 4- 
inch by 6-inch card with the name 
and address imprint. After he leaves 
the premises he codes certain informa- 
tion on the face of the card, such as 
male or female, white or colored, esti- 
mated age of customer, type of dwell- 
ing, etc. Then he writes on the back 
of the card a verbatim report of every 
pertinent comment made by the cus- 
tomer, as nearly as possible in the cus- 
tomer’s exact words. Then he proceeds 
to his next call. 

The following day all the cards are 
reviewed in the office by a supervisor 
who interprets and codes them for the 
monthly statistical summary. Careful 
analyses of the various categories into 
which fall the greater number of com- 
ments, inquiries, or complaints clearly 
point up company methods or policies 
which should be modified to improve 
customer relations. 

It is surprising how many people 
have some question or private gripe 
which they never take the trouble to 
call up or come into a company office 
about, but very likely relate to their 
neighbors, relatives, or anyone else 
whenever the name of Union Electric 
is mentioned in an otherwise casual 
discussion. The nature and volume of 
these cases have emphasized the impor- 
tance of this phase of this work much 
beyond our original anticipations. And 
since such inquiries can be disposed of 


672 





(UM 


CUSTOMERS HAVE IDEAS, TOO! 


only by adequately trained company 
employees, it is apparent why this cus- 
tomer research survey far overreaches 
the scope of a public opinion poll by 
outside experts. 


FR” example, 15 out of every 100 
customers make some comment 
about their electric bills being too high 
(as compared with less than 5 per cent 
received at company offices during a 
year’s time). Over 80 per cent of these 
adverse cases are explained away by 
the interviewer on the spot, by quickly 
analyzing the customer’s usage. He 
first asks how much the monthly bill 
normally amounts to; then he enumer- 
ates the various lighting and appliances 
in use, in addition to the usual electric 
refrigerator. Inspection of the latter 
sometimes discloses a faulty door seal 
or other badly needed repairs, and in 
many cases a heavy coating of ice shows 
obvious failure to defrost for many 
days. Many people have no idea of the 
consumption of some appliances such 
as portable heaters which may operate 
almost continuously. Finally, resolving 
the monthly bill into cents per day most 
often results in the customer saying, 
“Well, I certainly didn’t realize before 
how much I am getting for so little! 
I am glad you came around.” 

The other 20 per cent of comments 
on cost are the more serious cases which 


are not disposed of by the interviewer 
himself. These are referred to the of- 
fice for a complete analysis of recorded 
previous usage, with a subsequent tele- 
phone or field call by a representative 
of the customer service division who 
makes a full explanation to the cus- 
tomer. 


Mc” people are naturally inclined 
to be agreeable. They may grum- 
ble to themselves, their family, or their 
friends about something that displeases 
them; but they won’t take the trouble 
to register a real “kick” with the com- 
pany responsible. Many and varied are 
such circumstances uncovered by this 
survey. An example is the government 
employee who had bought a 2-family 
flat and converted it into a single resi- 
dence, but had continued paying bills 
on two electric meters. A subsequent 
field investigation indicated that for a 
nominal rewiring expense all service 
could be rendered through one meter 
at a saving of nearly $10 per year. This 
has now been done, to the satisfaction 
of avery grateful customer. 

It is significant that nearly one out 
of every four interviews requires fur- 
ther follow-up action by the specialists 
of some other division or department 
of the company. These include correc- 
tion of names or addresses, requests 
for repairing service wires, tree trim- 


7 


“There are substantial distinctions between this ‘customer 
research survey and what 1s commonly known as a ‘public 
opinion poll. In carrying out the first phase of the work, 
company interviewers do not ask a fixed list of questions 
which can be answered and checked off as ‘Yes, ‘No,’ or 
‘Doubiful.’ The question ‘How have your electric bills been?’ 
requires some thinking for the customer to answer.” 
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ming, complaints about radio interfer- 
ence, lights flickering, noisy meters, 
requests for information about cook- 
ing classes, recipes, operation of elec- 
tric ranges, appliance repairs, and so on 
ad infinitum. The mechanics of this 
operation are simple: The interviewer 
flags each such case on his report, which 
is then typed in full the next day on a 
follow-up form to be immediately for- 
warded to the proper department for 
appropriate action. Prompt attention 
assures these customers that their ideas 
are valued and their requests not un- 
heeded 


Wa has been done to improve 
generally undesirable conditions ? 
The surprising 10 per cent of incorrect 
names on customer records was given 
first attention. While these had built 
up over a period of years, and were 
due to deaths and other changes in 
family status as well as mistakes, 
nevertheless an incorrect name on the 
monthly electric bill is bound to be a 
constant source of irritation. Order- 
taking procedure has been changed so 
that each application is now checked 
against the service location record 
while the customer is in the office or 
on the telephone; all service employees 
have been given a simple course in 
printing to insure accuracy in tran- 
scribing names. Spelling of new 
customers’ names will be verified by 
mail, And to correct existing records, 
2-way postal cards will be sent to all 
customers now on the lines. The value 
of this step toward improving cus- 
tomer relations is proved by some of 
the expressions of extreme annoyance 
to our interviewers by people whose 
names are improperly spelled on their 
bills. 
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The number of requests for outdoor 
meters—20 per 1,000 calls—has re- 
sulted in setting up a definite installa- 
tion program by the electrical distribu- 
tion department. Each customer is as- 
sured that his request will be handled 
in chronological order as materials be- 
come available; meanwhile, the inter- 
viewer explains that there may be some 
attendant wiring changes to be made 
at the expense of the customer. One 
policeman’s wife explained that her 
husband worked the night shift and 
slept days, and that every month he had 
to be disturbed by our meter reader be- 
cause the meter was in his bedroom. 
Needless to say, that request was given 
high priority! 


5 less question “Where do you 
usually pay your electric bill?” 
is not always used, but has brought out 
the urgent need for additional author- 
ized pay stations in certain areas. 

In one community with a separate 
company office, the final action on a 
serious high bill complaint was a meter 
test, which usually didn’t satisfy the 
customer because meters nearly always 
test accurately. The survey reports 
proved the need for a special investi- 
gator to inspect appliances, analyze 
usage, test for grounds, and thorough- 
ly dispose of these cases on the cus- 
tomers’ premises. Thus, finding out 
what people really think seems to pro- 
vide limitiess opportunities for cement- 
ing customer relationships. 

As a by-product of the regular work 
of the five interviewers, special spot 
surveys for specific purposes are made 
from time to time. The work proceeds 
as scheduled, with one or two addi- 
tional questions asked for a short pe- 
riod. At the request of the sales depart- 
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Union Electric Customer Research Survey 
Sample Customer Comments Included in Monthly Reports 


Mr. W., about 55, said: 

“T have no complaint about the electric. I pay my bills at the office and they on 
me fine, Is this something new sending out men like you to see if I am satisfied? I 
think it is grand, it gives us a better understanding. Thanks for calling, come back 
again.’ 


Economic Level : Middle 60 per cent. (Average Bill : $3.47.) 
» + * 
Mrs. D., about 29, said: 
“7 have practically everything in the house run by electric... it only failed me 
about once in six years. We chopped down a tree and it fell on the wires . . . the wires 
were burning on the roof ... the man from U.E. got here about the same ‘time as the 


fire department. That was fast service.” 
Economic Level : Upper 10 per cent. (Average Bill : $5.65.) 


* * * 


Mrs. F., about 60, said: 

“My husband has been dead nineteen years and at the time I called U.E. to change 
the name. They kept switching me from one person to another. I believe I took in all of 
U.E. and finally I was referred back to the first girl. I heard her say ‘My gosh, is that 
woman back on the line again !’ That was enough for me.” 

Economic Level: Middle 60 per cent. (Average Bill : $2.75.) 
. * 


Mr. H., about 35, said: 

“U.E. has always treated us fine. When I went into the Army.my wife got behind 
with the bill. She called the company and told them I was in the service and she had 
not received her check. They were very nice about it. They told her they would carry 
the account until she was able to pay. Sometime ago they did the same thing for me 
when I had sickness.” 

Economic Level : Lower 30 per cent. (Average Bill : $1.99.) 


* ~ + 


Mrs. W. (colored), about 50, said: 

“I think it is very nice of Union Electric to come to see us like this. It would be a 
better world to live in if other business places would do the same thing. I can’t come 
downtown to pay my bills so wait for the collector to call. I always have the money 
for him when he comes, He is very nice, I never have had any trouble at all.” 

Economic Level : Lower 30 per cent. (Average Bill : $2.09.) 
* * * 


Mrs. G., about 35, said: 


“I sure wish we had a place around here to pay our bills, There sure are enough 
people for us to have one. I pay my bills every two months and I hate to lose that 


discount.” ; 
Economic Level : Middle 60 per cent. (Average Bill : $2.74.) 
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ment, alternate phrases for an electrical 
cooking ad were tried out on 500 house- 
wives. Pending a necessary change in 
the telephone number of a company of- 
fice serving 100,000 customers, a ques- 
tion asked of a thousand people de- 
veloped that less than six out of every 
hundred remembered the number—the 
other ninety-four had to look it up 
every time they called, hence the change 
would cause little customer inconven- 
ience. During “Edison Week”’ the com- 
pany cooperated with a local radio sta- 
tion and dealers in the first television 
broadcasts in St. Louis. Special ques- 
tions asked 1,200 customers during two 
weeks preceding and the two weeks im- 
mediately following the telecasts pro- 
vided a measure of the coverage and 
some indication of customers’ attitude 
toward the purchase of television sets. 


Sx the first objective of this sur- 
yey is to report and tabulate cus- 
tomer opinion, the work is laid out on 
a systematic basis so the statistical re- 
sults will be meaningful. The whole 
area is divided into approximately 210 
census tracts which have been used by 
the U. S. Bureau of the Census for 
many years. These have been classified 
into three general economic levels ac- 
cording to the average rental values 
shown in the 1940 Census, as follows: 
the upper 10 per cent, the middle 60 
per cent, and the lower 30 per cent. All 
of the interviewers work in the same 
census tract one day, a different census 
tract the next day, and so on. Calls also 
are scheduled according to population 
characteristics. For example, since the 
colored population in St. Louis is 14 
per cent, of every 100 homes visited in 
any one month 86 are white and 14 are 
colored customers. Thus, the work is 


planned to cover a representative cross 
section of all classes of customers each 
month. Accurate survey results are im- 
portant, since statistical comparisons 
over a period of time will reflect trends 
of customer opinion as the work con- 
tinues. 

Selection and training of the com- 
pany personnel engaged in this work 
are highly important. Previous service 
is necessary for general knowledge of 
the company, its organization, and its 
operations—the length of service of the 
Union Electric interviewers averages 
nearly twenty years. 

A pleasant personality and the ability 
to make acquaintances readily are es- 
sential. 


6 Hen special training for survey 
work, regardless of previous ex- 
perience, takes from four to six weeks. 
This includes days spent learning rate 
schedules and billing routines, credit 
and collection policies and procedures, 
accompanying meter readers, collec- 
tors, premise investigators, and trouble- 
men in the field, and observation of 
meter tests and repairs in the shops. 
The supervisor spends the last two 
weeks of training with the freshman 
interviewer in the field, improving 
techniques and helping in the more un- 
usual cases. Close supervision is never 
relaxed thereafter; each day all of the 
interviewers meet with their leader for 
an hour to discuss new problems and 
exchange ideas for further improving 
the productivity of their work. 

The salient features of each month’s 
survey are condensed into a 4-page 
printed report which is distributed to 
the company’s officers, and to the de- 
partment heads and supervisors of all 
groups which deal more or less direct- 
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ly with the public. Somewhat wider 
distribution of these reports is made, 
specifically, to supervisors of the sales, 
electrical distribution, customer ac- 
counting, customer business, and ad- 
vertising departments. Besides various 
statistical comparisons and interpre- 
tative statements, a dozen or so quota- 
tions of both typical and unusual cus- 
tomer comments are included, By this 
method the responsible personnel are 
kept currently informed of what we 
find people are thinking about us. 


| anous the customer research sur- 
vey division is conducted inde- 
pendently, its activities are coordinated 
through a committee comprised of the 
heads of these five departments. Every 
effort is made to obtain the fullest bene- 
fit from this work, by keeping the re- 
sponsible personnel informed on a cur- 
rent basis and, particularly, by coor- 
dinating overlapping functions to cor- 
rect deficiencies. 

It is not expected that such a con- 
tinuing survey will lead us to the source 
of all the ills which affect customer re- 
lations adversely. Nor does it neces- 
sarily take the place of an outside pub- 
lic opinion poll. Union Electric has had 
made and continues to participate in 


such outside polls for their own inde- 
pendent value. 

So far the cost of this customer re- 
search survey has been reasonable and 
definite benefits have resulted. We feel 
that this company activity has proved 
itself worth while. The idea is not new. 
Similar surveys are being conducted in 
Cleveland and San Francisco, and have 
been for several years, although differ- 
ing somewhat in detail and scope. 

Although we may call at the homes 
of only 5 to 6 per cent of our cus- 
tomers in a year, the effect of any good 
we do is cumulative because the inter- 
viewers do not go from door to door 
but call on every third or fourth cus- 
tomer. To the extent we can change any 
“back fence gossip” from adverse or 
neutral to favorable, by just that much 
we have attained better feeling in the 
customer and his neighbor toward the 
company. This leads to the goal every 
person in the utility business today 
should keep uppermost in mind—to 
improve our position and security by 
selling more of our service, to the ulti- 
mate benefit of our investors, our cus- 
tomers, and ourselves, It is much easier 
to sell something to people who like you 
than to those who don’t ; truly, a friend- 
ly customer is our best asset. 





Fallacy of the Common Man 


t 4 uR lawmakers and jurists have too long overlooked the fact that 

O your labor and mine, directed by us individually, should have an 
entirely different legal status from labor sold to consumers by paid pro- 
fessionals. This false conception born of typical American sentimentality 
has been responsible for the passing era, dedicated to that fictitious char- 
acter, the common man. Let us pray that it will be replaced by an age 
of reason which recognizes man as a personage, and establishes his right 
to the enjoyment of the fruits of his own creation. Once the ownership 
ef that right is transferred to another, it ceases to be an integral part 
of an individual and becomes a mere commodity.” 


—EpiTorRIAL STATEMENT, 
Manufacturers Record. 
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Electric and Gas Operating 
Company Bank Loans 


Matters which should be considered in formulating a long- 
range financial problem, including purpose of loans, advantages 
and disadvantages, size, restrictive provisions, and interest rates. 


By JOHN F. CHILDS* 


NTIL recently banking connec- 
| | tions for many operating com- 

panies have been handled by 
their holding companies. Now that the 
operating companies are becoming in- 
dependent, they will have to establish 
their own connections. The importance 
of these has been somewhat obscured 
in recent years because of easy money 
conditions, with many banks eager to 
make loans to borrowers with whom 
they had no prior banking relations 
and from whom no commensurate bal- 
ances were required. However, only if 
operating companies establish well- 
rounded banking relationships will they 
be assured of prompt, smooth, under- 
standing service when the need for 
banking aid suddenly arises. 

An important consideration in for- 
mulating a banking program is the ex- 
tent to which a company might desire 
to borrow over the years to come. With 
this in mind, this article reviews such 


*For personal note, see “Pages with the 
Editors.” 
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factors pertaining to bank loans for 
electric and gas operating companies 
as the purposes for a loan, its advan- 
tages and disadvantages, the size of a 
loan, restrictive provisions, and inter- 
est rates. 

In each financing operation, thought 
should be given principally to the best 
method, considering all factors over 
the long run, and not necessarily to the 
cheapest method. The industry is now 
in the enviable position of enjoying 
high standing with all classes of in- 
vestors from individual to institution. 
Financing should be so planned that 
if in the future the industry should run 
into some unfavorable conditions, then 
it will still be able to be master of its 
own financial fate as it is today. In 
other words, emphasis should be given 
to overstrengthening the financial 
structure. 

Using hindsight, if some of the 
railroad companies in the past had 
taken such an attitude, perhaps the fi- 
nancial difficulties which they have en- 
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countered in recent years might have 
been avoided. A bank loan is no ex- 
ception to these general principles and, 
in all considerations of a loan, they 
should be kept in mind. 


le’ proper proportions, however, a 
bank loan can serve very useful 
purposes, principally as follows: 


1. To aid in bond or preferred stock 
refunding, when such securities rep- 
resent too large a proportion of the 
capitalization. The following comment 
taken from an SEC release is signifi- 
cant in this respect: “Although it ap- 
pears that the debt ratios... are 
high and that its common stock equity 
ratio will be comparatively low im- 
mediately after the proposed refinanc- 
ing, it is anticipated that there will be 
a continuing improvement in these 
ratios as the result of the company’s 
program of debt reduction to be ef- 
fected by the semiannual retirement 
of the new instalment notes (bank 
loan)...” 

2. In a similar fashion as above, to 
help pay the call premium in bond or 
preferred stock refunding in order to 
prevent an increase in the par value of 
that type of security outstanding. 

3. To provide funds for construc- 
tion purposes, the loan being repaid 
from earnings over a period of years. 

4. To provide funds for construc- 
tion pending long-term financing. 


HE fourth category above calls 

for the most thought. If security 
market conditions are distinctly un- 
favorable, a bank loan may be of great 
aid in permitting a company to go 
ahead with a construction program and 
not penalize itself by having to obtain 
money through long-term financing on 
an unsatisfactory basis. However, se- 





1 Holding Company Act of 1935, Securities 
and Exchange Commission Release No, 6472, 
March 14, 1946, page 8. 
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curity prices are very difficult to fore- 
cast, and a company should not attempt 
to postpone permanent financing in the 
hope of obtaining peak prices. If rea- 
sonable prices can be realized, it is wiser 
to proceed with permanent financing 
in order to assure that its capital struc- 
ture will be kept in well-balanced pro- 
portion. For example, suppose that a 
company planned to pay off a bank loan 
by the sale of common stock, but that 
the market declined drastically, then it 
might have to resort to bond financing. 
In November, 1946, the Consumers 
Power Company raised $16,770,000 
by the sale of common stock. This fi- 
nancing was during a period when the 
market was decidedly unsettled, but 
considered over a long period the Con- 
sumers Power Company did receive a 
reasonable price for its stock. Such ac- 
tion represents sound judgment. 


NLY through improper use does a 

bank loan become burdensome 
and, conversely, when correctly used, 
it does have many distinct advantages. 
It is usually a cheap means of financ- 
ing. It can be easily and rapidly ar- 
ranged by negotiating with only a few 
institutions. The legal restrictions of a 
loan agreement can be tailored to meet 
the requirements of all concerned and, 
if the agreement has to be changed in 
the future, this may be done by ap- 
proaching only a limited number of 
persons. 

Even if an operating company is a 
subsidiary of a holding company, a 
loan for nine months or less is exempt 
from the provisions of the Public Util- 
ity Holding Company Act under § 
6(b)(2)(3), provided certain other 
requirements are met; and a loan of 
ten years or less to a similarly situated 
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operating company is exempt from 
competitive bidding under Rule U-50.? 
No matter what the maturity, it is 
exempt from the Securities Act of 
1933 since it falls in the category of a 
“private sale” excluded under § 4(1).* 


A BANK loan has the advantage of 
being very flexible as to time 
when the funds can be drawn upon. If 
a company has a construction program 
under consideration, it may require 
only a small amount of money at the 
beginning. If long-term financing is ac- 
complished at the start of such a pro- 
gram, the company will have the full 
amount of money remaining idle on 
which interest or dividends will have 
to be paid. On the other hand, a bank 
loan can be arranged for the full 
amount with interest being paid only 
on the money borrowed, while a com- 
mitment fee, which is smaller than the 
interest rate, is paid on the unused 
portion. 

This latter advantage, however, may 
not be as important as it first appears, 
after carefully weighing all the risks 
involved. For example, suppose a com- 
pany’s construction program calls for 





2 General Rules and Regulations under the 
Public Utility Holding Company Act of 1935 
—Rule U-50 (a) (2). 

8 See Securities Act of 1933, Securities and 
Exchange Commission, Release No. 285, dated 
January 24, 1935, explaining what constitutes 
a private sale. 
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a total of $4,000,000 needed as follows : 
$1,000,000 in six months—$1,000,000 
more in twelve months—and an addi- 
tional $2,000,000 in eighteen months. 
Let us assume that the company de- 
sires to be assured of the entire funds 
needed to complete this program and 
that a bank loan for $4,000,000 is ar- 
ranged immediately with a commit- 
ment fee of three-eighths of 1 per cent 
per annum and an interest rate of 2 per 
cent on all borrowings. 


iy we further assume that favorable 
market conditions prevail at the end 
of eighteen months and that permanent 
bond financing is then done for the full 
amount, the total cost of the bank loan 
would be $46,875.* On the other hand, 
provided the bondable property is avail- 
able, if the entire $4,000,000 is ob- 
tained immediately through the sale of 
long-term 3 per cent, 30-year bonds, 
the total interest cost in the eighteen 
months’ period would be $180,000. By 
using a bank loan the saving would 
thus be $133,125. This is true, how- 
ever, only if the bonds could still be 
sold on the same 3 per cent basis at the 
end of the eighteen months’ period. The 
total saving only represents $4,438 
($133,125 + 30) per year over the life 


* $4,000,000 x 34% x % + $3,000,000 x 4% 
x % + $2,000,000 x 3 x % + $1,000,000 x 2% 
x % + $2,000,000 x 2% x 4. 





“Financing should be so planned that if in the future the in- 
dustry should run into some unfavorable conditions, then it 
will still be able to be master of its own financial fate as it ts 
today. In other words, emphasis should be given to over- 
strengthening the financial structure. Using hindsight, if 
some of the railroad companies in the past had taken such 
an attitude, perhaps the financial difficulties which they have 
encountered in recent years might have been avoided.” 
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of the 30-year bonds, which is only 
about one-tenth of 1 per cent of the $4,- 
000,000 of the bonds. Therefore, if 
long-term interest rates during the 
eighteen months’ period increased from 
3 per cent to 3.11 per cent, the entire 
saving resulting from the use of a bank 
loan and postponing bond financing 
would be wiped out. The savings would 
be even less if free funds raised by bond 
financing were invested in short-term 
governments. The same general prin- 
ciples apply if long-term financing in 
preferred stock or common stock rather 
than bonds is contemplated. 


I determining with which banks to 
establish relationships so as to be 
assured of loan accommodations, con- 
sideration must be given to the ability 
and willingness of banks to lend. The 
amount which any one bank can lend 
to one company is limited. In the case 
of national banks, it is in general terms 
10 per cent of capital and surplus for 
unsecured loans.’ State banks have 
similar types of restrictions. The larg- 
est national banks may thus be able to 
lend in the neighborhood of $25,000,- 
000 to one company. However, owing 
to the fact that in smaller cities the 
banks tend to be smaller, a national 
bank in a city of approximately 500,- 
000 population may be limited to 
roughly $1,500,000. When banks are 
actively seeking loans they may be will- 
ing to lend up to their full legal limit. 
However, during periods of tight 
money, banks have to restrict their 
loans in order to accommodate all cus- 
tomers. Thus, a large operating com- 
pany may very well have to include sev- 
eral large banks in a loan program. 

A test for the size of a loan for a 
~ 812 USCA § 84; RS, § 5200. 


particular company is the ability of the 
company to repay it under adverse 
business conditions. Even if it is ex- 
pected that the loan will be repaid from 
long-term financing, it may be well to 
determine whether the company could 
pay it off over a reasonable period of 
years if bad market conditions pre- 
vented long-term financing. From the 
company’s point of view this should 
mean repayment without disturbing 
dividend payments too materially, and 
from the bank’s standpoint a certain 
margin of protection is desired to take 
care of unforeseen adverse develop- 
ments that might arise. Of course, how 
large a loan a particular company could 
stand depends on such factors as the 
capitalization, future construction pro- 
gram, sinking fund, and other limiting 
requirements in the mortgage inden- 
tures, earnings outlook, dividend pol- 
icy, etc. 


A a matter of interest, in order to 
make a horse-back estimate for an 
average figure for the size of a bank 
loan to a primarily electric operating 
company, let us look briefly at the com- 
bined figures for class A and B elec- 
tric companies and determine how large 
a loan the whole electric industry 
might carry. 

So as to have a basis for calculation 
let us put the cart before the horse and 
assume that the entire industry ar- 
ranged a loan equivalent to 10 per cent 
of its bonds, preferred, common, and 
surplus. Then the loan would be $1,- 
283,000,000 based on figures for De- 
cember 31, 1945. If such a loan were 
paid off over a 10-year period, the 
charges would consist of annual amor- 
tization of $128,000,000 and maximum 
annual interest payment of $25,660,- 
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Bank Loans 


» “ security market conditions are distinctly unfavorable, a bank loan 

may be of great aid in permitting a company to go ahead with a 

construction program and not penalize itself by having to obtain money 

through long-term financing on an unsatisfactory basis. However, se- 

curity prices are very difficult to forecast, and a company should not 

attempt to postpone permanent financing in the hopes of obtaining peak 
prices.” 





000 figured at 2 per cent per annum. 

Looking at possible sources of cash 
for servicing of such a loan, income 
remaining after all dividend payments 
averaged $100,000,000 in the past five 
years. The annual allowance for depre- 
ciation and amortization of plant av- 
eraged $341,000,000 in the same pe- 
riod, part of which might represent 
available cash for repayment depending 
upon construction requirements, mort- 
gage indenture restrictions, etc. Com- 
mon dividend payments averaged 
$290,000,000 which, if necessary, 
could be reduced to permit repayment 
of the bank loan. 


——— in another way, gross income 
of the industry was sufficient to 
cover reported average fixed charges 
on all funded debt, and interest and 
amortization of this hypothetical bank 
loan 1.9 times in the past five years, 
and gross income plus depreciation 
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would have covered the same charges 
an average of 2.7 times. Such cover- 
age represents a moderate margin of 
protection under present conditions. 
Thus, painting a picture very crude- 
ly, it may be said that an average elec- 
tric company with a normal capitaliza- 
tion including about 50 per cent bonds 
could handle a bank loan equivalent to 
10 per cent of its capital and bonds. 
However, it should be emphasized 
again that each company obviously has 
special surrounding circumstances 
which might very well justify a sub- 
stantially different figure from such a 
rough average. In certain instances, 
companies are restricted in the amount 
which they can borrow on an unsecured 
basis by preferred stock provisions to 
10 per cent of their bonds and capital. 
In view of the fact that the surround- 
ing circumstances vary so much for 
each company, such a restrictive pro- 
vision has proved to be burdensome. 
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One of the largest outstanding bank 
loan commitments to a primarily elec- 
tric operating company was for $65,- 
000,000, arranged in the fall of 1946. 
This appears large, but it only repre- 
sents about 6 per cent of the total con- 
solidated capitalization at December 
31, 1945. In relation to per cent of total 
capitalization, one of the largest author- 
ized loans was made to a similar type 
of company in the latter part of 1946 
for $8,000,000, or about 21 per cent 
of the total capitalization at December 
31, 1945. 


eran as to size of a 
loan for a company engaged en- 
tirely in the gas business, particularly 
natural gas, is more difficult because 
of the lack of uniformity in its op- 
erations and capitalizations. There have 
been some large loans to natural gas 
companies which do not have any 
funded debt whatsoever. For example, 
Southern Natural Gas Company ar- 
ranged a $22,500,000 bank loan in the 
summer of 1946 to represent the en- 
tire parent company debt. This was 
about equal its outstanding stock and 
surplus. 

The legal aspects of a loan, except 
for one with a very short maturity up 
to one year, at first appear rather elab- 
orate. As to form, loan agreements vary 
considerably. Some include most of the 
provisions in the agreement itself, with 
the note containing only such essential 
matters as amount and interest rate; 
others divide the provisions between 
the agreement and the note. Which- 
ever form is used seems rather imma- 
terial. As to substance, the apparent 
complication is partly due to the inclu- 
sion of many provisions not pertaining 
to matters immediately affecting the 
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company’s operations such as the pre- 
mium to be paid if the loan is repaid 
with proceeds obtained from another 
similar type of loan, and the provision 
preventing the company from merging, 
consolidating, or conveying substan- 
tially all of its assets. However, they 
must be included in order to cover all 
contingencies that might arise unex- 
pectedly in the future. 


_ currently significant provi- 
sions as a rule are not too burden- 
some. As a matter of fact, the mort- 
gage indenture may adequately cover 
such items as restricting dividend pay- 
ments approximately to earnings, and 
the limitation as to the amount of addi- 
tional mortgage debt. They may be in- 
corporated into the loan agreement by 
reference. 

An important provision is the re- 
striction of the amount of additional 
unsecured debt similar to the bank loan 
that may be incurred without the con- 
sent of the loaning banks. A limiting 
factor in this respect is the maximum 
amount that the company can satisfac- 
torily service. This is either expressed 
in dollar amount or as a percentage of 
the total capitalization. For example, 
a certain company arranged a $2,000,- 
000 bank loan in the summer of 1946, 
which limited the total of such notes 
to 10 per cent of bonds, capital, and 
surplus. In dollar amount the total lim- 
itation would be approximately $5,- 
241,000. Complete freedom of action 
is always allowed the company regard- 
ing unsecured debt incurred in the or- 
dinary day-to-day course of business 
such as trade obligations and accruals, 

The collateralization of an operating 
company loan is the exception rather 
than the rule. However, if the loan is 
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large, and the company has free bonds 
which it can pledge, this may be re- 
quired. It is reported that of an $8,000,- 
000 loan arranged in the latter part of 
1946, $4,400,000 of notes with the 
longest maturities were secured by an 
equal principal amount of mortgage 
bonds. 


Sb assure flexibility it is quite fre- 
quently provided that parts of the 
agreement can be changed if less than 
100 per cent of the note holders agree. 
In a loan to a company in 1946 involv- 
ing 14 banks, changes could be made 
if holders of 75 per cent of the amount 
of notes consented. 

With regard to interest rates for 
bank loans, there are many factors 
which have an effect. Obviously, the 
length of maturity is very important. 
Furthermore, if, instead of equal an- 
nual payments, there are large or so- 
called balloon payments due in later 
years, the effect is to increase the av- 
erage maturity. While the credit of 
most utility companies is very high at 
present, there is some variation in 
credit standing and this is reflected in 
the rate charged. Also, a small com- 
pany may have to pay slightly higher. 
The size of the loan itself has a bearing 
on the rate. If a company desires a 
loan right up to its capacity to borrow, 
the rate may be shaded upward. The 
other business which a company does 


with a bank may also have an effect. 
A bank which holds a deposit account 
of a company or performs some other 
banking services will be more inclined 
to lower the rate than if it did not have 
any collateral benefits. 


| pies have been quite willing to 


make 10-year serial loans at low 
interest rates in recent years. One of 
the lowest interest rates obtained was 
for a $10,000,000 10-year serial loan 
during the first part of 1946 at an an- 
nual rate of 1.68 per cent. There were 
four other 10-year serial loans made 
to electric power and light companies 
at about the same time at a rate of 
1.75 per cent. This was in the period 
when rates reached their lowest point. 

Though maturity does have an im- 
portant effect on the rate, there seems 
to be a definite limit below which a 
bank does not find it profitable to go no 
matter how short the loan. Typical was 
a one-year credit arrangement for a 
very large loan in the fall of 1946 at 
an annual rate of interest of 14 per 
cent. 

A very few operating companies have 
offered serial notes publicly rather than 
use a bank loan. Of particular interest 
was the $6,000,000 of serial notes sold 
by Ohio Public Service Company in 
May, 1946. These notes mature in 10 
equal annual instalments. They were 
purchased at 100 by an underwriting 
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“A test for the size of a loan for a particular company is the 
ability of the company to repay it under adverse business con- 
ditions. Even if it is expected that the loan will be repaid 
from long-term financing, it may be well to determine 
whether the company could pay it off over a reasonable period 
of years if bad market conditions prevented long-term financ- 


ing.” 
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syndicate with an average weighted 
interest rate of 1.741 per cent. The 
underwriters reoffered the notes at an 
average price of 100.3858. It is ques- 
tionable whether much was accom- 
plished by the public offering, and it 
involved the additional expense and dis- 
advantages of such a transaction. How- 
ever, the Ohio Public Service Company 
serial notes are of interest because they 
represent a means of gauging the cur- 
rent open market rate for serial issues. 
In the natural gas field, the Northern 
Natural Gas Company serial deben- 
tures serve a similar purpose. 


Cue a bank may invest available 
funds in government bonds rather 
than make loans, there has been a fair- 
ly definite relationship of interest rates 
on loans and the return obtainable on 
such bonds. For the four loans men- 
tioned above with 10-year serial matu- 
rities the average interest rate was 30 
per cent more than the yield obtained 
on an equivalent investment in gov- 
ernment bonds having maturities com- 
parable with the maturities of the loans. 
This difference, which shows consid- 
erable variation between particular 
loans, is due to the additional expense 
to handle a loan, the fact that there is 
some risk factor in a loan, the lack of 
liquidity of a loan as compared with 
governments, and some of the factors 
mentioned above which have an effect 
on interest rates. As money conditions 
become tighter and interest rates rise, 
there is a tendency for the spread to in- 
crease. 

Directly connected with interest 
rates is the commitment fee which 
banks charge for money not borrowed 
but for which they are committed to 
loan during a certain period. Such a 


charge is quite justified. A bank does 
not need to actually set aside a specific 
amount of cash to meet each of its com- 
mitments, but its general investment 
policy is directly affected by its total 
commitments. It is required to hold at 
least sufficient low interest-bearing 
short maturities so that it will be able 
to meet its commitments. Expressed in 
terms of an annual rate, commitment 
fees have been in the neighborhood of 
one-fourth to one-half of one per cent, 
the rate charged any particular com- 
pany depending upon most of the same 
factors affecting interest rates. In 
May, 1946, a company paid the equiva- 
lent of one-half of one per cent per 
annum for a commitment for one year 


for $5,500,000. 


| giana rates and commitment fees 
have recently shown some increase. 
This has been in accordance with an 
increase in the yield on short-term gov- 
ernment bonds. The approximate yield 
on an investment in government bonds 
maturing each year from one to ten, 
equivalent to a 10-year serial loan, has 
been as follows: 


Ce PRE Oe ; 27% 
PN os a ecinawew alsa aren 25 
SE CEE foo cca ced b eeeonade wean re 
April, "1946 | EER OE OT ee Oe er ee 1.36 
EE sd chn cies se <unswanemera 1.42 
SE ME chiickn kw. pw allake demaau 1.39 
OE Ee ere 1.38 
PE I gh ic kno Kaas enawael 1.49 
a Sere 1.53 
i er eer 1.53 
er ere 1.56 
ENN, ND dedi ds xckirdwionsesan 1.52 
er 1.48 
POS SUE xvt0cuenesascecantoun 1.47 


Further evidence of the increase in 
interest rates is afforded by the two se- 
rial issues publicly held which were 
mentioned above. 

Thus, the yield to maturity for the 
Northern Natural Gas Company serial 
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Northern Natural Gas Co. 


Approximate 
Yield to Maturity 


2/1/46 2/1/47 


18% Debenture® due 5/1/51—(5 yrs., 3 mo.) 1.37%8 


18% Debenture® due 5/1/52—(5 yrs., 3 mo.) 


Ohio Public Service Co. 


1.80% 


7/1/46 2/1/47 


1.60% Note? due 6/1/52—(5 yrs., 11 mo.) 1.95%8 


1.60% Note? due 6/1/52—(5 yrs., 


debentures due in five years, three 
months, was .43 more on February Ist 
of this year than a year ago. The Ohio 
Public Service Company serial note 
due in five years, four months, yielded 
.22 more on February Ist of this year 
than the same note with seven months’ 
longer maturity afforded last July 1st. 
In line with this change was the report- 
ed rate of 24 per cent for a $5,500,000 
10-year serial loan to an electric com- 
pany, filed with the SEC in the early 
part of 1947. 

With the rapid expansion in loans 
which has occurred in the last few 
years, banks are becoming increasingly 
reluctant to make new loans to other 
than customers with whom they have 
established banking relations. This at- 
titude will be emphasized even more if 
there is a further tightening in money 


e 


4 mo.) 2.17% 


conditions. Therefore, operating com- 
panies becoming independent should 
consider all the factors involved in a 
bank loan and determine what banking 
connections they may require over the 
years to come. They should now formu- 
late a definite program to build up such 
normal banking relationships. A first 
step in this direction is the establish- 
ment of deposit accounts. This will re- 
sult in a friendly status between the 
company and the banks, and each will 
become familiar with the other’s opera- 
tions and management. The company 
will be well compensated in the long 
run through such a policy. 


6 Rated A by Standard & Poor’s Corpora- 
tion and A by Moody’s Investors Service. 

7 Rated B1+ by Standard & Poor’s Corpo- 
ration and Baa by Moody’s Investors Service. 
Offered to the public on May 29, 1946, at par 
to yield 1.60 per cent. 

8 Yields based on bid prices. 
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EVER has the private sector of the economy been more 
solvent financially, and more hard up in real terms. 
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Most farmers are out of debt, industrial concerns have large 
reserves, the banks are highly liquid, and many families have 
substantial holdings in certificates, post office savings, and other 
encashable investments. These reserves may impart a comfort- 
ing sense of security, but what other solace do they provide in 
the prevailing austerity? 

“The doctrine that full employment can be achieved and 
smoothly maintained by an adequate supply of purchasing 
power has failed at the first real test, and it can go on the shelf 
with its fellow delusion that the problem of production has been 
solved.” 

—G. L. ScHWARTz, 
Writing in The (London) Sunday Times. 
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No Strikes for Utilities 


A recent report of the labor committee of the Twentieth Cen- 

tury Fund stresses the importance of continuing vital service 

of public utilities from interruption due to strikes or other 
labor disputes. 


By ROSCOE AMES* 


RE public utilities and other vital 
A industries in a class by them- 
selves as far as labor relations 
law is concerned ? Should they be given 
special treatment to avoid work stop- 
pages due to strikes or lockouts which 
are not necessary in the general run-of- 
the-mill lines of business? Assuming 
that government intervention is re- 
quired to prevent such work stoppage, 
should it be enforced while private 
management remains in control of op- 
eration, or should any ban against 
strikes be undertaken only after gov- 
ernment seizure to enforce continued 
operation? 

These are among the questions dealt 
with in a recent report of the labor 
committee of the Twentieth Century 
Fund, released April 14th, The impor- 
tance of this report is that it is the joint 


*Labor relations analyst, Washington, D. C. 


product of industrialists, labor leaders, 
economists, and others functioning un- 
der the chairmanship of William H. 
Davis, former chairman of the Na- 
tional War Labor Board. 

Twentieth Century Fund, it may be 
recalled, was founded and endowed by 
the late Edward A. Filene to promote 
better “economic, industrial, civic, and 
educational conditions in the United 
States.” Since 1938, all of the resources 
of this fund have been devoted to its 
own program of scientific research and 
public education on current economic 
problems. 

In a word, the report finds that 
strikes or lockouts in industries or 
services essential to the health or safety 
of the public “cannot be tolerated.” 
This category would, of course, include 
all public utility operations. 

Steps to protect public welfare un- 
der such circumstances are recom- 
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mended in this report. The principal 
conclusions reached by the committee, 
along this line, were as follows: 


l THERE should be no mandatory 
e or prohibitive Federal legislation 
against concerted withdrawal from 
work by employees (strikes) or against 
the closing of plants by employers (a 
lockout). The settlement of manage- 
ment-labor disputes in private industry 
should continue to be by industrial sel f- 
government through genuine collective 
bargaining with full freedom of con- 
tract. 


THE fact should be recognized 
e and accepted with reservation 
that, in industries or services essential 
to the health or safety of the people, a 
strike or lockout is intolerable—that 
interruption of production or services 
in such cases is not available as an in- 
strument of collective bargaining. On 
the recognition of this basic fact by re- 
sponsible management and responsible 
labor should be built, by negotiated 
agreement, an adequate substitute for 
strikes and lockouts in each industry or 
occupation that provides essential serv- 
ices, or supplies essential commodities. 
3 RECENT experience shows that 
e Congress needs to provide ar- 
rangements which will discourage both 
unions and employers from forcing the 
Executive to declare an emergency. 
This could be done by authorizing the 
President, in his discretion, to appoint 
emergency boards, but only on condi- 
tion that the two parties agree to try 
out the recommendations of the board 
for a limited period. 
FINALLY to safeguard the public 


e welfare, if the failure of collec- 
tive bargaining in an essential industry 
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or service creates a national emergency, 
primary reliance should be on the 
emergency powers of the Executive ap- 
plied through the established agencies 
of government to maintain the essen- 
tial production or services until the 
dispute is settled by agreement of the 
parties. Congress should at this time 
carefully consider what are the Execu- 
tive powers in a national emergency 
that threatens the health and safety of 
the people ; whether and to what extent 
those powers are effectively imple- 
mented by existing statutory provisions 
for Executive action in such an emer- 
gency; whether such provisions need 
to be supplemented now by a specific 
statutory definition of Executive proce- 
dure to become effective only after 
declaration of a national emergency 
growing out of a management-labor 
dispute ; and whether the declaration of 
national emergency that puts such leg- 
islation into effect should be by the 
President, by Congress, or by conjoint 
action of the two. 


8 Ir such supplementary specific 
e legislation is found to be desir- 
able, it should not prohibit strikes or 
lockouts in private industry, but only 
those against government operation 
and seizure, and it should provide for 
full possession and responsible opera- 
tion by the government with proper 
provision for “due process” and “just 
compensation” within the requirements 
of the Fifth Amendment of the Con- 
stitution. 


. I ‘HE report states on the subject of 
emergency arbitration machinery : 

An appropriate instrument of prompt 
prima facie determination of just compensa- 


tion to the employer and employees would be 
an emergency board appointed from a per- 
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Benefits from Strikes 


— analyzing the general nature of strikes and the part they play in 

our economic system, the committee [of the Twentieth Century 

Fund] asserts that strikes sometimes may have actual benefits. The ac- 

tual working of collective bargaining, it says, is aided by the fact that 
each side may ultimately resort to a stoppage of work.” 





manent panel of arbitrators maintained by 
the Conciliation Service. The prima facte 
determination would, of course, be subject 
to judicial review at the instance of either 
party. In no case should the government’s 
operating agency be authorized to fix terms 
and conditions of employment after seizure 
by unilateral negotiations with either the em- 
ployer or the employees. 

In all questions of new laws affect- 
ing labor-management relations, the 
committee asserts that “our system of 
industrial production . . . is now based 
on a broad foundation of successful 
collective bargaining,” and stresses as 
a fundamental principle: “A basic cri- 
terion of the value of any proposed 
legislation is that it should be helpful 
to genuine collective bargaining, not 
harmful.” 

Warning against any attempt—such 
as proposed compulsory arbitration— 
to put into law a fixed and exact meth- 
od of dealing with a crisis brought 
about by the threat of a strike or lock- 
out in an essential industry, the com- 
mittee says that “legislation intended 
to avert disaster in such emergencies 
may defeat its own ends. Any substi- 
tute preéstablished by law is almost 
certain, in the last fifteen minutes of 


the discussion, to appear to one party 
or the other as a haven of refuge, more 
desirable than has been developed at 
the bargaining table. If that happens, 
final responsibility is destroyed. The 


“parties do not have to accept the con- 


sequences of their own decision.” 


S p-w committee also points out that 
“any such preéstablished substi- 
tute for agreement does not settle the 
grievance,” leaving the possibility that 
the underlying differences may rise 
again to plague both sides at some later 
date. 

Types of industry which should be 
given special consideration because of 
their vital effect upon the general pub- 
lic welfare are listed by the committee 
as including (1) privately owned com- 
munity services (gas, electric, and 
water utilities), the uninterrupted op- 
eration of which management and labor 
have more or less clearly recognized as 
a public responsibility; (2) transpor- 
tation and communication services 
(railroads, transit, bus, telephone, and 
telegraph service) of national extent; 
and (3) industries that supply basic 
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materials essential to the functioning 
of our society. 

Interruptions of services in the first 
category “create local community 
emergencies and should be left to local 
authorities,” the committee said, while 
those in the last two are national in 
scope and must be so treated. 

As a long-term solution of the prob- 
lem presented in the first two catego- 
ries, the committee declares, “the sug- 
gestion has been made that workers be 
granted a special statute in return for 
putting their right to strike in escrow 
and substituting arbitration ; that these 
workers be guaranteed wages, pen- 
sions, vacations, and assurances of 
steady employment that are a step 
above the average for similar skills in 
the labor market in which they are em- 
ployed. Such a special status, it is sug- 
gested, not only would avoid the griev- 
ances due to substandard conditions of 
employment, but also would be con- 
crete recognition by the citizens that 
these workers are participants in a 
basic public undertaking and would 
evoke a correspondingly higher sense 
of responsibility.” 


analyzing the general nature of 
strikes and the part they play in our 
economic system, the committee asserts 
that strikes sometimes may have actual 
benefits. The actual working of collec- 
tive bargaining, it says, is aided by 
the fact that each side may ultimately 
resort to a stoppage of work. 

Collective bargaining processes, the 
committee declares, “lose all color of 
reality if the workers have not the right 
to reject management’s offer and quit, 
or if management has not the right to 
refuse the workers’ terms and close the 
plant. It is the overhanging pressure of 
MAY 22, 1947 


this right to strike or to lockout that 
keeps the parties at the bargaining table 
and fixes the boundaries of stubborn- 
ness in the bargaining conferences. 

“Strikes teach all the parties the 
value of compromise, After open war- 
fare, organized labor seeks to avoid de- 
mands for impossible gains; the rank 
and file learn not to demand more than 
they are willing to strike for ; and man- 
agement finds out the cost of saying 
‘no’ on issues on which it could better 
afford to give in.” 

Urging that government keep out of 
industrial disputes as much as possible, 
the committee holds that workers and 
employers should be encouraged to de- 
velop experience and responsibility in 
settling their own affairs. 

“The relations of our own labor and 
management—their capacity for indus- 
trial self-government, their ability to 
work together for a common end,” the 
committee declares, “‘assume central 
importance not only for our immediate 
national welfare, but even as a deter- 
minant for the world-wide choice be- 
tween material abundance and stable 
peace, on the one hand, or poverty, 
revolution, war, and destruction, on 
the other.” 

As an aid in settling disputes be- 
fore they may reach the crisis stage, 
the committee says that a conciliator 
often can perform a useful service, 
“although the warning should be given 
that untimely or inept conciliation can 
do more harm than good.” Recogniz- 
ing the value of such service, the com- 
mittee expresses belief that “the Fed- 
eral Conciliation Service should always 
have the careful and sympathetic con- 
sideration of Congress, and that it 
should be adequately supported by ap- 
propriation.” 
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Other members of the committee 
submitting the report included: Wil- 
liam L. Chenery, publisher, Collier’s 
weekly ; Howard Coonley, board chair- 
man, Walworth Company, and for- 
merly president, National Associa- 
tion of Manufacturers; Clinton S. 
Golden, lecturer on labor problems, 
Harvard Graduate School of Business 
Administration, and formerly vice 
president, United Steel Workers of 
America, CIO; Sumner H. Slichter, 


Lamont professor, Harvard Univer- 
sity ; Robert J. Watt, international rep- 
resentative, American Federation of 
Labor ; and Edwin E. Witte, professor 
of economics, University of Wiscon- 
sin. 

The report, entitled “Strikes and 
Democratic Government,” was an- 
nounced as the first in a series being 
prepared by the committee under the 
heading, “Labor Relations in a High 
Level Economy.” 











Earnings Decline 


¢¢ A startling decline in the share of national income going to 

stock- and bondholders has occurred since 1939. In the 
loud debate over whether wages are high enough, the position 
of investors has largely escaped notice, even among members 
of this group. 

“Several factors have combined to bring about this sharp 
contraction in the share of the nation’s income going to inves- 
tors. Bondholders are not only limited by the terms of their 
securities to a fixed rate of return, but their dollar income has 
been reduced by wholesale refunding of outstanding obligations 
into lower coupon issues, thanks to the easy money policy of the 
government. Returns going to stockholders have been limited 
by excess profits taxes upon corporations and by the fact that 
corporations have been paying out in dividends a much smaller 
proportion of earnings than they did under more normal con- 
ditions. Uncertainties of the war and reconversion periods and 
heavy working and fixed capital needs have fostered con- 
servative dividend policies. 

“Investors are thus receiving a much smaller part of the 
national income today than they did before the war. They 
are fully justified in raising the question whether this trend is 
in the public interest. For, as the share of the investor in the 
national income declines, there is less incentive for saving and 
for investing in industry the large amounts of new capital 
required to finance a greatly expanded volume of production 
and distribution.” 

—EpiTor1AL STATEMENT, 
The Journal of Commerce. 
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Buried Gas Reserves 


A new technique for storing natural gas at pressure 
in buried pipes, which promises interesting results. 


By C. R. CLAXTON, M. G. MARKLE, D. V. MEILLER* 


Editorial Statement 

, \HE major problem in gas dis- 

tribution from the very begin- 

ning of the manufactured gas in- 
dustry in the Nineteenth Century was, 
and still is, the maintenance of stor- 
age and pressure facilities. With the 
advent of far-extended pipe lines, which 
bring natural gas supply to markets, 
thousands of miles away from the pro- 
duction source, this problem has be- 
come more acute. 

In addition to the more serious at- 
tempts to fill in peak demands which 
tax capacity of the pipe lines to supply, 
during cold snaps and other abnormal 
load periods, the industry has long 
struggled with the secondary problem 
of maintaining emergency reserves at 
strategic points throughout the distri- 
bution system. 

Unlike electric power supply, with its 





*Positions of the authors are respectively as 
follows: engineer process division, Stone & 
Webster Engineering Corporation; gas engi- 
neer, Public Service Company of Northern 
Illinois ; senior design engineer, Public Service 
Company of Northern Illinois. 
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elasticity—provided by cutting gener- 
ating facilities in and out of service as 
load requirements demand—gas must 
be stored physically. This is true of 
both manufactured and natural gas. 
Somewhat spectacular and ingenious 
attempts to cope with this problem of 
storing a reserve supply are seen in the 
proposals to store gas underground in 
old empty wells which may exist in the 
vicinity of the distribution and of the 
pipe lines. Again, there is the technique, 
somewhat hazardous, but proved to be 
workable, of storing liquid natural gas 
in large pressure tanks on the sur- 
face of the ground—gas which has been 
reduced to liquid form under pressure 
for storage purposes and capable of be- 
ing released in gaseous form when the 
reserve is needed. Less spectacular, but 
still an interesting and promising in- 
novation, is the idea of storing natural 
gas in buried pipes under moderate 
pressure. This technique is less spec- 
tacular because it does not presume to 
cope with the major problems of stor- 
ing a reserve sufficient to relieve peak 
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demands (such as storing up gas dur- 
ing the off-peak warm weather periods 
for use during the colder periods). So 
far, the buried pipe storage technique 
is aimed simply at providing an intra- 
system reserve on an emergency basis, 
so as to balance distribution or take 
care of distribution accidents. A de- 
scription of this technique by Messrs. 
Claxton, Markle, and Meiller follows: 


. Public Service Company of 
Northern Illinois recently placed 
in service near Kankakee, Illinois, a 
natural gas storage installation of a de- 
sign developed in its organization, 
consisting of 50 lengths of steel pipe, 
each 40 feet long and 24 inches in diam- 
eter, and in each of which 25,000 cubic 
feet of natural gas is stored at 2,240 
pounds per square inch, the 50 lengths 
having a total storage of 1,250,000 
cubic feet. 

This installation, while useful and 
necessary for continued reliable gas 
service to the Kankakee area, is also 
a “pilot plant” installed to demonstrate 


the advantages and determine any 
faults preparatory to making a much 
larger installation. The gas load of 
Kankakee and adjacent communities, 
with 9,200 customers, is increasing rap- 
idly because of the increasing popula- 
tion, greater use of gas for space heat- 
ing, and an influx of new industries. 

The normal supply of gas to the area 
is through a high-pressure distribution 
feeder main from Matteson, Illinois, 
some 30 miles north and east of Kan- 
kakee. The distribution in Kankakee 
area consists of a central low-pressure 
natural gas system, where a carbureted 
water gas plant with two 6-foot sets 
and a half-million cubic-foot commer- 
cial lift type holder are available for 
emergency use of peak shaving for the 
low-pressure system only, there being 
no compressors for returning gas to the 
high-pressure system serving the out- 
lying areas and industrial customers. 
To assure, in the event of a temporary 
failure of the feeder main from Matte- 
son, an emergency supply for high-pres- 
sure customers and additional protec- 
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GENERAL LAYOUT FOR STORAGE OF NATURAL GAS AT 
2,240 POUNDS IN BURIED PIPE 
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FORTY 40 FOOT LENGTHS OF SPECIAL 24 INCH PIPE 


NOMINAL STORAGE CAPACITY (000,000 STANDARD CUBIC FEET 
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tion for the low-pressure system, the 
additonal storage of 1,250,000 cubic 
feet in buried pipe was installed on the 
opposite side of the city from the nor- 
mal supply through the feeder main 
from Matteson. The storage together 
with the water gas plant and the lift 
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PLACING SPECIAL PIPE IN THE TRENCH 


type holder can supply the maximum 
load of the area for the length of time 
which might be required to make emer- 
gency repairs to the feeder main from 
Matteson. 

Of particular interest is the effect, 
in this type of storage, of the com- 
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pressibility factor or the deviation from 
the laws of perfect gases of the natural 
gas stored. Fortunately, the maximum 
deviation occurs near 2,240 pounds and 
is of such magnitude as to increase the 
storage capacity by more than 40 per 
cent over that of a perfect gas. Thus, 
whereas approximately 160 standard 
cubic feet of a perfect gas could be 
stored per cubic foot of space, approxi- 
mately 230 standard cubic feet of nat- 
ural gas can be stored per cubic foot.’ 

To withstand the necessary high 
pressures, a special 24-inch OD seam- 
less heavy wall pipe was made of Amer- 
ican Pipe Institute N-80 steel which 
has a yield point of approximately 80,- 
000 per square inch. The pipe has a 
minimum wall thickness of .448 inches 
and weighs approximately 5,000 
pounds per 40-foot length. In order to 
avoid field welding of the N-80 steel, 
each length of pipe, before shipment to 
the job, was swedged down on both 
ends, the ends rough bored, the pipe 
stress relieved and tapped on each end 
with 13-inch thread, Each length was 
hydrostatically tested to 2,800 per 
square inch in a water-filled jacket, 
which procedure permitted the detec- 
tion of any pipe in which the yield point 
was exceeded under test. The 50 lengths 
of pipe installed at Kankakee averaged 
39 feet, 63 inches, in length, and the 
average internal volume as determined 
by weighing when empty and when full 
of water was 109.66 cubic feet. 


1 This was dramatically demonstrated when 
10 lengths of special pipe were pressured to 
2,300 pounds per square inch with 187,000 cubic 
feet of air whereas 260,000 cubic feet of nat- 
ural gas were required to pressure the same 10 
lengths of pipe to 2,240 pounds per square inch. 
Also, a high-pressure cylinder was pressured 
to 2,240 pounds per square inch with natural 
gas and the gas then carefully metered out in 
the laboratory. The metered volume was within 
one per cent of the calculated volume. 
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The arrangement of the special pipe 
was as shown on page 693 which illus- 
trates the spacing and arrangement of 
40 lengths, which makes up a “stand- 
ard” 1,000,000-cubic foot unit of stor- 
age. The spacing between lengths of 
pipe was selected so as to facilitate in- 
stallation, and so that a failure of any 
special pipe will not disturb adjacent 
pipes. The special pipes were spaced 8 
feet end to end and 15 feet center line 
to center line. At Kankakee 40 lengths 
were installed as in drawing (page 
693) and the other 10 lengths were 
installed as a part of future “standard” 
1,000,000 cubic-foot unit. 


<= storage installation consists, 
in addition to the buried special 
pipe, of acompressor for filling the spe- 
cial pipe, regulators for withdrawing 
the gas, and a boiler and heat exchanger 
for heating the gas prior to pressure re- 
duction. The regulators and heat ex- 
changer are designed for a withdrawal 
rate of 125,000 cubic feet per hour. The 
regulation which is in three steps, 2,240 
pounds to 450 pounds to 150 pounds to 
40 pounds, has interstage receivers 
equipped with relief valves. 

Operating experience to date has 
been satisfactory. The piping was tested 
with air at full operating pressure prior 
to introduction of gas, in order to fa- 
cilitate safe repair of any leaks. No leaks 
were found in the 14-inch threaded 
joints in the ends of the special pipes. 
These threads and the 13-inch male 
threads of the 14-inch expansion bends 
connecting the special pipes were ac- 
curately cut and were carefully gauged 
with special gauges, both at the mill and 
in the field, and field “make-up” of 
these joints was carefully supervised. 
Sample threaded joints had been pre- 
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THE THREE-STAGE COMPRESSOR FOR FILLING THE SPECIAL 


- PIPE HAS A CAPACITY OF APPROXIMATELY 
6,000 CUBIC FEET PER HOUR 


viously tested and found tight under 
3,000 pounds gas pressure. Only one 
leak was found in a weld and no leaks 
were found in ring gasket flanged 
joints. A number of leaks were found 
at threaded joints made with “ordi- 
nary” pipe threads. Almost all such 
joints were then back-welded to insure 
tightness. 


thew type of storage has many ad- 
vantages. Since major facilities 
are underground, they are not subject 
to storm damage, are little influenced 
by atmospheric conditions, and there 
is no hazard to or from aviation. Since 


storage is in many small units, storage 
capacity may be added easily in any 
increments desired, and any unit may 
be taken out of service for repair or 
inspection without disturbing the re- 
mainder. A high percentage of stored 
gas is instantly available at distribution 
pressure. The investment, operating 
costs, and maintenance costs are very 
attractive as compared to other types 
of storage. 

It is anticipated that the flexibility 
and obvious advantages of this type 
of storage will make it quite pop- 
ular for certain locations and con- 
ditions. 
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The Battle That Never Was 


RIENDS of the Interior Department 
| ye still asking themselves what hap- 
pened to the furious defense which was 
supposed to have been made on the floor 
of the House of Representatives to re- 
store at least part of the funds slashed 
out of the Interior Department Appro- 
priation Bill, A number of western Rep- 
resentatives had promised a last-ditch 
struggle to put back various Reclamation 
Bureau items which the House Appro- 
priations Committee had thrown out or 
seriously cut. Telephone calls and letters 
were exchanged and even “rump” ses- 
sions were held. 

Representative Welch (Republican, 
California), recognizing the formidable 
strength of the eastern Republican ma- 
jority opposition, nevertheless said “we 
ought to go down screaming our lungs 
out.” 

But when the smoke cleared from the 
2-day debate on the floor of the House 
of Representatives, the bill was passed 
by a vote of 307 to 30. The closest the 
opposition came to turning back the rec- 
ommendations of the House Appropria- 
tions Committee was on a motion to re- 
commit which was defeated by a vote of 
140 to 197. As the bill finally passed the 
House of Representatives, only a few 
minor amendments favored by the House 
Appropriations Committee itself had 
been adopted. Total Interior appropria- 
tion, originally recommended for a re- 
duction of 47 per cent, finally passed with 
a reduction of 45 per cent. The effect of 
the amendments had been merely to add 
$5,175,000 to the original committee re- 
port. 

No amendments opposed by the com- 
mittee were approved. 


Washington and the 
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} yen the thirty members who 
finally voted “nay” on the passage 
of the bill constitute almost an irreducible 
minimum of the so-called “public power 
bloc” in the House membership, the list 
of names may be of more than passing 
interest to those concerned with public 
power questions. It is as follows: 


Angell (Republican, Oregon) 
Blatnik (Democrat, Minnesota) 
Bloom (Democrat, New York) 
Delaney (Democrat, New York) 
Dingell (Democrat, Michigan) 
Douglas (Democrat, California) 
Fernandez (Democrat, New Mexico) 
Gordon (Democrat, Illinois) 

Gorski (Democrat, Illinois) 
Havenner (Democrat, California) 
Holifield (Democrat, California) 
Huber (Democrat, Ohio) 

Karsten (Democrat, Missouri) 

Kee (Democrat, West Virginia) 
King (Democrat, California) 
Kirwan (Democrat, Ohio) 

Lemke (Republican, North Dakota) 
Lesinski (Democrat, Michigan) 
Madden (Democrat, Indiana) 
Marcantonio (American Labor, New York) 
Miller, (Democrat, California) 
O’Konski (Republican, Wisconsin) 
O’Toole (Democrat, New York) 
Price (Democrat, Illinois) 

Rabin (Democrat, New York) 
Redden (Democrat, North Carolina) 
Rooney (Democrat, New York) 
Sadowski (Democrat, Michigan) 
Smith (Republican, Ohio) 

Welch (Republican, California) 


In addition to these thirty “irreconcil- 
ables,” the following seventeen members 
were “paired” against passage of the 
bill : 


Buchanan (Democrat, Pennsylvania) 
Buckley (Democrat, New York) 
Byrne (Democrat, New York) 

Celler (Democrat, New York) 
Dawson (Democrat, Illinois) 
Domengeaux (Democrat, Louisiana) 
Eberharter (Democrat, Pennsylvania) 
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Heffernan (Democrat, New York) 
Keogh (Democrat, New York) 

Klein (Democrat, New York) 

Lynch (Democrat, New York) 

Mrs. Norton (Democrat, New Jersey) 
Pfeifer (Democrat, New York) 
Powell (Democrat, New York) 
Rayfiel (Democrat, New York) 
Somers (Democrat, New York) 
Wood (Democrat, Georgia) 


The original committee bill recom- 
mended an over-all Interior appropria- 
tion for 1948 of $156,538,513, which 
represents a 47 per cent reduction from 


the budget estimates of $295,420,420. 


HE brunt of the economy ax was 

felt by the Reclamation Bureau, 
which was cut from a budget estimate of 
$145,952,200 to a total of $62,717,600. 
However, Representative Jones (Repub- 
lican, Ohio), chairman of the Interior 
subcommittee of the Appropriations 
Committee, pointed out that certain un- 
obligated funds would result in making 
available for Reclamation a total amount 
of $141,085,367. 

The limited amounts which were put 
back into the bill on the floor of the House 
were distributed as follows: $2,000,000 
more to the Columbia basin project, mak- 
ing a total of $11,435,000; $2,000,000 
more to the Colorado-Big Thompson 
project, raising its funds to $6,815,000; 
$1,000,000 more to the Anderson Ranch 
dam, Idaho, project, totaling $3,874,000 ; 
and $175,000 to the Glendo, Wyoming, 
project. 

* 


The Opposition Rests 


iy should be said, for purposes of the 
record, that friends of the Interior 
Department made several game though 
vain efforts to repair some of the dam- 
age which they felt the Appropriations 
Committee had done. For example, there 
was the amendment offered by Repre- 
sentative Gore (Democrat, Tennessee), 
who wanted to restore sufficient funds 
for the Secretary’s office to continue the 
division of power. Under the commit- 
tee’s bill there was a specific restriction 
providing that “no part of these appro- 


priations should be used for the division 
of power under the office of Secretary.” 

In the debate which followed, Repre- 
sentative Jones explained that the power 
division was performing work essentially 
duplicating functions of other divisions 
of the Interior Department. On a voice 
vote the Gore amendment was defeated. 

Representative Rabin (Democrat, New 
York) tried to boost the appropriation 
for the Interior’s legal staff from $200,- 
000 to $300,000. It lost. Representative 
Rooney’s (Democrat, New York) at- 
tempt to restore funds for Bonneville 
Power Administration and Northwest 
projects likewise failed. 

The debate on these and other amend- 
ments attempting to rescue specific proj- 
ects under the Reclamation Bureau was 
not up to advance notice of a spirited 
contest. Possibly, the remarks of Repre- 
sentative Jensen (Republican, Iowa) in 
the floor debate on April 25th had a chill- 
ing effect on some of the fancy ghost 
writing. Representative Jensen said: 

. .. Yesterday a member of the Interior De- 
partment pretty close to the Secretary called 
my office and said, “This is the busiest place 
you have ever seen, For the past week every- 
body who could write a speech of any kind 
has been writing speeches for the Congress- 
men to deliver up there to blast the majority 
members of the committee.” So we have lis- 
tened to these canned speeches to no end. 


CHOES of the House battle on the In- 
terior Bill reached the Senate floor 
on April 30th when Senator Taft (Re- 
publican, Ohio) defended his party from 
the charge that it was out to wreck the 
Reclamation Bureau. Senator Taft said: 
As to Reclamation, the bill passed by the 
House provides $60,000,000 of new funds for 
Reclamation, besides the carry-over of $85,- 
000,000, making a total available of $145,- 
000,000, more than has ever been spent in a 
single year for Reclamation. 


The majority whip, Senator Wherry 
(Republican, Nebraska) made the point, 
however, that the Senate was going to go 
into each Interior item carefully and on 
its own merits before rubber-stamping 
the House action. And in fact it was gen- 
erally expected among Washington ob- 
servers that the Senate Appropriations 
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WASHINGTON AND THE UTILITIES 


Committee and the Senate as a whole 
would put back some additional items 
into the Interior Bill, so as to leave the 
final version for writing in conference. 

The Interior Department itself is ex- 
pected to fight in the Senate for some of 
its activities and abandon others, as far 
as reclamation is concerned. Interior is 
emphasizing the importance of the Co- 
lumbia basin project, Colorado-Big 
Thompson, and Davis dam. As for the 
abolition of funds to carry on the oil and 
gas division and the public power divi- 
sion, there seems to be some disposition 
to let these economies go into effect, if 
the Congress insists, without too much 
argument. 


* 


Fabian Tactics Succeeding 


b gy is growing belief in Washing- 
ton that the Federal Power Com- 
mission will succeed in its efforts to kill 
the gas bill amendments with kindness. 
FPC Chairman Nelson Lee Smith testi- 
fied before a Senate Interstate Commerce 
subcommittee on the Rizley-Moore-Fer- 
guson bills (HR 2185 and S 734), the 
general purpose of which is to amend 
the Natural Gas Act so as to limit FPC 
jurisdiction over production, gathering, 
and “end use” of gas. Chairman Smith 
had nothing but courteous if not down- 
right kind words to say about the spirit 
which motivated the introduction of these 
bills. 

He completely reversed the usual tac- 
tic of a commission or department chief 
testifying against legislation which would 
cut his agency’s powers. Ordinarily, the 
agency chief, under such circumstances, 
breaks forth into aroused defense and, 
like as not, suggests that the people be- 
hind the bill are questionable if not 
vicious characters, attempting to steal 
away the liberties of the American peo- 
ple and undermine the integrity of their 
government. Chairman Smith, on the 
contrary, conceded that there was much 
to be said for those who are confused by 
the uncertainties of various phases of 
natural gas regulation. 

However, the genial FPC chairman 
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went on to point to a number of pending 
circumstances which make it advisable, 
in his opinion, to delay any precipitate 
action by Congress at this time. There is 
—or was at the time the chairman testi- 
fied—the argument in the Supreme Court 
on the Interstate Natural Gas Company 
Case, which involves several of the con- 
troversial points covered by the Rizley 
Bill and other bills. Then there is the 
FPC’s own natural gas investigation, 
which has been concluded for several 
months, but which the commission is now 
in the process of summarizing in the 
form of a report. 


LTOGETHER, Chairman Smith ad- 
mitted that changes in the Natural 
Gas Act are being contemplated by the 
commission itself, but not just now. He 
urged that Congress wait both for final 
publication of the FPC investigation re- 
port and for possible clarification by the 
Supreme Court in the Interstate Natural 
Gas Case. Summing up his own conclu- 
sions, Chairman Smith stated : 


We are not stubbornly opposing any 
and all attempts to amend the Natural Gas 
Act, either to clarify its meaning or to en- 
sure that its administration will be wholly 
in accord with the congressional intent. If 
we held any such smug view we would never 
have undertaken the evaluation of Federal 
policy and the self-appraisal which is the 
purpose of the natural gas investigation. If 
that investigation had been designed simply 
to support some preconceived objectives, we 
certainly would not have followed the pro- 
cedure of sending the tentative reports of 
our staff for comment and criticism by all 
interested parties before submitting our con- 
clusions and recommendations to the Con- 
gress. 

We believe, however, that questions of 
Federal policy regarding the natural gas in- 
dustry should be dealt with comprehensively 
on a firm and rounded basis. Any needed leg- 
islation should deal fairly with the problems 
as a whole, rather than in piecemeal fashion, 
with priority to some measures pressed by 
those having a special interest in certain 
changes. We expect that our full report on 
the investigation—upon which so much effort 
has been expended, not only by the commis- 
sion but also by the others who have partici- 
pated—will within a few months give you a 
sound and helpful basis for your decisions 
regarding all these questions in terms of the 
public interest. 
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New Trends Stem from 


Telephone Strike 


A telephone strike on a 
nation-wide scale is an experience 
that this country never went through be- 
fore. Now that we have done so, all of 
us are the wiser for it. All of us includes 
the telephone companies, telephone 
workers, Congress, and the state legisla- 
tures, and those everlastingly innocent 
bystanders, the public. 

The National Federation of Telephone 
Workers may never be the same as it 
was before the strike. At that time it was 
a young, virile, cocky independent or- 
ganization about to grow out of its short 
pants and become a well-organized na- 
tional union. Today it is broke, its mem- 
bership is damaged, its prestige deflated, 
and it is indebted to several wealthy 
American Federation of Labor units 
which are anxious to gobble it up. Al- 
though it maintained a fair margin of 
public sympathy according to a national 
Gallup poll throughout the strike, it lost 
support of the public in many instances 
where mass picketing, violence, sabotage, 
and neglect of duty led to inconvenience 
and hardship. 


nape in final negotiations lead- 
ing up to the actual calling of the 
strike, union emphasis shifted from the 
wage issue—a request of a flat $12 weekly 
increase across the board, and other 
major fringe items—to that of nation- 
wide bargaining. When Bell system com- 
panies refused to submit to such bargain- 
ing, and the administration did not sup- 
port the strike with seizure threats or 
other concrete action, there was little for 
union leaders to do but sit down and 
watch the strike simmer. First, national 
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Exchange Calls 


And Gossip 


bargaining was abandoned by the strike 
leaders, then the wage demand was cut 
in half, and finally the unions decided to 
agree to arbitrate if a down-payment 
wage increase was granted at once. Some 
face saving was effected in the final con- 
ciliations, but the internal situation within 
NFTW was a seething cauldron of dis- 
gruntled factions. Plans are still afoot 
for the conversion of NFTW to “one na- 
tional union.” Sympathetic observers 
are inclined to the view that such action 
is tantamount to locking the barn door 
after old Dobbin has hit the road. 

From the management point of view, 
its principle of setting wage scales on 
regional bases seems to have been con- 
firmed by both the outcome of the strike 
and more or less general public approval. 
As for negotiations, 1947 may possibly 
be the last year when either company or 
union can stand each other off and avoid 
the bargaining table. The Bell system, of 
course, has lost money during the strike. 
Its toll revenues tumbled to less than half 
its normal business. 

Whether the strike will endanger 
AT&T’s traditional yearly dividend can- 
not be guessed at this time. The company 
had no trouble evidently in adding a bil- 
lion dollars to its capital stock on April 
23rd. The direct effects of the new wage 
boost on company earnings will await 
rate adjustments in the various states 
served by the Bell companies. Best guess 
at this time is that the companies will 
have to absorb some of the higher op- 
erating costs, pass on others. 


* 
Frustration on Capitol Hill 


ONGRESSIONAL attitude has crystal- 
lized, apparently, on taking meas- 
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EXCHANGE CALLS AND GOSSIP 


ures against mass picketing and its at- 
tendant violence. At this writing some 
sort of penalty or prohibition on “heel 
and toe” picketing, the kind that prevents 
access to or egress from a struck plant ex- 
cept by forcible bodily contact with a 
picket, is due to be written into the new 
labor bill. Earlier provisions in the bill 
outlawing industry-wide bargaining seem 
to have landed on the scrap heap for the 
moment. The telephone strike pretty well 
nullified that principle when applied to 
telephone service anyway. Union shop 
provisions seem likely to come out of leg- 
islative conference in such shape as to 
leave present telephone union relations 
about the same as they now are. But the 
growing expectation of a White House 
veto of the labor bill has most local 
watchers looking further ahead than this 
session of Congress. Many of them fore- 
see a muddling along of present labor af- 
fairs for another year at least, barring 
another impulsive move by John L. Lewis 
in July. But the pattern is set; passage 
of some sort of labor bill will come even- 
tually. 
° 


Two States Get Tough 


HE delaying technique has been re- 

flected to a large extent by the state 
legislatures, but some tough labor laws 
did get on the books, and some of them 
were used in the telephone crisis. In Vir- 
ginia and Indiana, telephone workers 
stayed at their switchboards, though with 
some mental reservations. The new Indi- 
ana law, which requires compulsory arbi- 
tration if either company or union applies 
to the governor, was neatly gotten around, 
for neither side called for intervention. 
National union headquarters directed the 
state unions to keep working. Apparently 
both company and union feared govern- 
mental decision on contract settlement 
provisions. Regardless of the motives 
behind the strategy not to test state law, 


the public was served in Indiana through-- 


out the strike. 

Virginia law requires a 45-day waiting 
period after negotiations break off be- 
tween company and union, while the gov- 
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ernor polls the workers and determines 
whether they will work under state op- 
eration. The state’s telephone employees 
filed notice of a walkout to start May 
17th, but when the governor counted the 
ballots for and against working for the 
state, he found that better than 75 per 
cent of the workers would stay on their 
jobs if the company was seized. This 
was significant in view of earlier union 
claims that the rank and file would vote 
overwhelmingly against working under 
state seizure. 

The last-minute New Jersey antistrike 
law, which went on the books just after 
the telephone strike started, turned into 
somewhat of a fiasco. The law provided 
stringent penalties for violation of its 
provisions, which include compulsory ar- 
bitration and state seizure of struck util- 
ity plants. The new penalties were con- 
sidered so severe that neither company 
nor management liked them. They call 
for fines on companies and unions of 
$10,000 for each day of an illegal strike 
or lockout, plus fines on individuals up 
to $500 and thirty days in jail for each 
day of an illegal strike. The telephone 
union quickly decided that the state 
could not possibly jail or fine all 12,000 
New Jersey phone workers. Union head- 
quarters ordered the walkout, which had 
started before the new penalties went 
into effect, continued. A test of the law’s 
constitutionality was postponed in Fed- 
eral statutory court, and the legal snarl 
that followed allowed New Jersey 
strikers the same consideration accorded 
to strikers in other states. 


oa 
The Poor Old Public 


DDLY enough, some segments of the 

public hardly knew of the strike 
and felt none of its effects, while others 
suffered real hardships. Two disasters 
in the Southwest spurred local public re- 
action against the strikers. One Okla- 
homa union official ordered her members 
to stay on the picket lines during the 
emergency following the tornado that 
struck Woodward, Oklahoma. Those 
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members promptly resigned from the 
union and went back to work. There were 
also reports that telephone circuits in 
emergency use from the stricken Texas 
City, Texas, area, were “willfully sev- 
ered” by parties unknown. Strike fronts 
in Michigan, Ohio, California, Tennes- 
see, Louisiana, and Illinois, were the 
scenes of flare-ups from pickets and 
sabotage. Both the Federal Communica- 
tions Commission and the FBI looked 
into acts of violence and threatened Fed- 
eral prosecution if they continued. 

But the biggest and longest-suffering 
group was the legion of manual phone 
users, whose service dried up to emer- 
gency calls only and stayed that way for 
weeks. Public opinion, in general, moved 
a little closer towards crystallization on 
the utility strike question. It was true 
that interruptions to phone service were 
not great enough to warrant labeling the 
strike a national calamity. This fact, how- 
ever, hurt the union far more than it did 
the company. And it certainly reflected 
somewhat to the discredit of Federal and 
local administration, in the admission that 
while nothing should have been done 
about the strike so long as public welfare 
was not jeopardized, very little could 
have been done quickly by the adminis- 
tration if public welfare had been in 
danger. Drawing the almost obvious con- 
clusion, it would seem that new, care- 
fully written, nonvindictive legislation on 
the subject of utility strikes still is 
needed, either on the local or national 
level. 

> 


Death Sentence for Western 
Union? 


HE American Federation of Labor 

for the first time went on record 
last month in favor of immediate dis- 
posal of the Western Union Telegraph 
Company, either by government opera- 
tion or integration with the AT&T sys- 
tem. In a brief filed with the Federal 
Communications Commission on West- 
ern Union’s proposed reduction of serv- 
ice outlets, the AFL charged that the 
company planned curtailment of 35 per 


cent of its branch office operations. On 
behalf of its member union, the Com- 
mercial Telegraphers Union, AFL as- 
serted that the company intended to leave 
local handling of telegrams in some cases 
in the hands of “garage keepers, pur- 
veyors of hot dogs, druggists, real estate 
agents, and even, with all solemnity, mor- 
ticians.” The union even made the sur- 
prising statement that it believed the com- 
pany “wishes to get out of the telegraph 
business—and as quickly as possible.” 

No preference was expressed by AFL 
as to whether Western Union should be 
operated as a government monopoly by 
the Post Office Department, or turned 
over to AT&T. The’ plea brought out 
again into the open an issue which has 
been smoldering quietly since the first of 
the year, when FCC Commissioner Durr 
voiced a similar thought. The smoldering 
resulted largely from a wet blanket 
dropped on the idea by the new Congress, 
which wants to wait and see. 


* 
REA and Farm Telephones 


HE role of the Rural Electrification 
Administration in developing farm 
telephone service has again been brought 
into question by the action of an organ- 
ization representing its co-op members. 
This is the National Rural Electric Codp- 
erative Association, a grass-roots outfit, 
which held its annual convention in Spo- 
kane, Washington, last month, and in- 
cluded among its resolutions one on farm 
telephony. The NRECA asked REA 
(which agency staked the co-ops so they 
could go into the farm power business) to 
approve “contract forms” for supplying 
telephone service to rural areas in coOper- 
ation with existing telephone companies. 
Standard rental fees have been tenta- 
tively agreed upon by the co-ops and the 
companies, but final approval is awaited 
from REA in Washington. Whether or 
not REA has authority to approve these 
contracts is not clear, but the phone com- 
panies apparently are satisfied to let 
REA initial the pacts, which are only 
tentative anyway. REA still cannot make 
telephone loans. 
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By OWEN ELY 


Summary of Holding Company 
Integration Progress 


- the principal holding com- 
panies in alphabetical order, the fol- 
lowing is a brief summary of the progress 
made by the systems in carrying out their 
integration programs as required by the 
Securities and Exchange Commission, to 
meet the requirements of the Public 
Utility Holding Company Act: 

American & Foreign Power Company. 
The plan filed with the SEC some two 
and one-half years ago appears to be ob- 
solete. The company recently proposed 
to refund its outstanding debenture 
bonds, reducing the amount and effecting 
a substantial reduction in fixed charges. 
It is rumored that, based on this change, 
the old plan may be revised, issuing a 
larger number of common shares and 
modifying the terms accorded preferred 
stockholders. From time to time it has 
been conjectured that the company might 
sell its Argentine properties but nothing 
tangible has been reported as yet. 

American Gas & Electric Company 
has substantially completed its integra- 
tion program, practically the last step be- 
ing disposal of Atlantic City Electric 
Company. Part of the stock will be sold 
(the offering was recently postponed be- 
cause of market conditions) and the bal- 
ance distributed to stockholders over a 
period of time. 

American Light & Traction Company. 
The principal integration problem, the 
question of the amount of premium over 
par to be paid to the noncallable preferred 
stock in order to retire the issue, seems 
to remain as obscure as ever. Sometime 
ago arguments were heard on the conten- 
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tion of a large corporate stockholder that 
the stock is worth 40, while the company 
maintained that only 25 (par value) 
should be paid. The SEC staff split the 
difference and suggested 33 but the com- 
mission itself, presumably divided on the 
question, has never given the answer. An- 
other problem, the financing of the pro- 
posed pipe line, has been only partially 
cleared up. 

American Gas & Power Company. 
The merger plan with the subsidiary, 
Minneapolis Gas Light Company, has 
been approved by the SEC and the Fed- 
eral court, but apparently will be ap- 
pealed to a higher court. The stock of the 
new company is traded “when issued.” 


MERICAN Power & LIGHT CoMPANY. 
Two plans have been filed with the 
SEC in the past year or so, one by the 
company itself and another by a common 
stockholder’s committee.. The SEC has 
not indicated its findings as yet, and in 
any event market conditions remain 
somewhat adverse to effecting the plan. 
Meanwhile, the company is making 
minor progress by merging two of its 
Northwest subsidiaries. 

American Water Works & Electric 
Company. The company is about to ef- 
fect a separation of the waterworks 
properties from the electric; proceeds of 
sale of the waterworks stock will be 
used to retire the top company’s pre- 
ferred stock. Little progress has been 
made with integrating the electric system, 
however ; this will require retirement of 
senior securities of the subholding com- 
pany, West Penn Electric Company. 

Cities Service Company. The plan for 
retiring the preferred stocks (at call 
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prices plus dividend arrears) by ex- 
change for new 3 per cent bonds appears 
likely to go into effect in the near future. 
There is a remote chance that one pre- 
ferred stockholders’ group may insist in 
the courts on obtaining a 3} per cent 
coupon rate on the bonds. Sale of re- 
maining utility stocks may await market 
improvement, however. 

Columbia Gas & Electric Corporation. 
Except for minor questions the com- 
pany’s integration program is completed. 
The company’s gas business may have 
large expansion possibilities if gas is 
brought from the South for seasonal 
storage in depleted Appalachian wells. 

Continental Gas & Electric Corpora- 
tion. There have been no recent develop- 
ments of special interest. Last year the 
company sold an important subsidiary, 
Columbus & Southern Ohio Electric 
Company, proceeds being applied to re- 
duction of the $50,000,000 bank loans. 
(Debentures and preferred stocks were 
previously retired.) 


yma y- Exectric & Gas Com- 
PANY. A new plan has been filed 
with the SEC (through the parent com- 
pany, Central Public Utility Corpora- 
tion) which provides for an exchange of 
the holdings of Atlanta Gas Light Com- 
pany common stock for preferred stock 
of Consolidated Electric. If completed, 
this should be an important step in the 
integration program of both companies. 
Commonwealth & Southern Cor- 
poration is making step-by-step progress 
toward its major objectives of retiring 
the preferred stock and disposing of its 
interest in the northern group of com- 
panies. The SEC is expected to rule 
shortly on transfer of Commonwealth’s 
major holdings in southern subsidiaries 
to the Southern Company, a new sub- 
holding company. Eventually Common- 
wealth may merge with this company. 
Electric Bond and Share Company. 
The company has retired its preferred 
stocks and eventually may distribute 
some of its interests in subholding com- 
panies to stockholders (after the integra- 
tion programs of these companies have 
_ been consummated). The company ex- 
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pects to remain in business with its major 
interests in American & Foreign Power 
and Ebasco Services Incorporated. 

Electric Power & Light Corporation. 
No SEC decision has been reached re- 
garding the company’s exchange plan for 
retiring its preferred stocks. 

Engineers Public Service Company. 
Execution of the plan for substantial 
liquidation has been delayed by techni- 
calities in connection with the preferred 
stockholders’ fight for redemption 
premiums. 

General Public Utilities Corporation. 
A great deal already has been accom- 
plished in integrating the former Associ- 
ated Gas System. Technical problems 
may slow the balance of the program. 

International Hydro-Electric System. 
Interest arrears have been cleared up on 
the bonds, and full current interest is be- 
ing paid. Further dissolution steps may 
await consummation of the integration 
plan of the subholding company, New 
England Power Association, although 
sale or distribution of the interest in 
Gatineau Power Company of Canada re- 
mains a possibility. 


onG IsLanp Licutinc Company, In- 
tegration plans are made difficult by 
the conflicting views of the SEC and the 
New York Public Service Commission, 
as illustrated by the current “battle” be- 
tween the two commissions over reorgan- 
ization plans for the subsidiary, Kings 
County Lighting Company. 

Middle West Corporation. The com- 
pany’s holdings in its largest subsidiary, 
Central & South West Corporation (re- 
cently recapitalized) will be distributed 
to stockholders in June. The board of di- 
rectors on May 6th recommended sale 
or distribution of remaining assets and 
the dissolution of the company. A spe- 
cial stockholders’ meeting was called for 
August 8th to vote on this recommenda- 
tion. 

New England Power Association. The 
SEC-approved plan of recapitalization 
and integration has been confirmed by 
two Federal courts, but preferred stock- 
holders of subholding companies may de- 
cide within the near future whether to 
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carry an appeal to the Supreme Court for 
their full claims (including call premi- 
ums). If the plan is consummated the 
company’s name will change to New 
England Electric System. 

New England Gas & Electric Asso- 
ciation, recently completed its refinanc- 
ing and recapitalization program. About 
the only remaining integration step is the 
disposal (through sale or distribution) 
of the Maine and New Hampshire sub- 
sidiaries, which are not a very important 
segment of the system. Complete de- 
tails on the present setup will be found 
in the prospectus on the new common 
stock. 

New England Public Service Com- 
pany. The company has _ substantial 
stock interests in three fair-sized operat- 
ing companies and about $18,000,000 
cash (largely from sale of textile and 
paper interests). Holders of the prior 
lien preferred stocks want the money 
(together with stock of Public Service 
Company of New Hampshire) used for 
retirement of their holdings at call prices 
and arrears, but common stockholders 
are opposing the plan. Final dissolution 
may be sometime off, if the fight among 
the three classes of stockholders is car- 
ried through the SEC and the courts. 


~~ Hupson Power Corpora- 
TION. Consummation of the sys- 
tem-wide merger plan awaits a final set- 
tlement between the company and the 
New York commission over write-offs, 
depreciation reserves, etc. The SEC is 
expected to agree with the merger pro- 
gram after this is cleared with the local 
commission. 

Northern States Power Company 
(Delaware). This holding company has 
almost a unique record in the large num- 
ber of plans which have been filed from 
time to time by representatives of vari- 
ous security groups, the management, 
etc. A new series of plans is now being 
considered by the SEC. Eventually a 
compromise may be worked out between 
the preferred and class A stockholders 
for distribution of the principal asset, the 
common stock of the Minnesota sub- 
sidiary of similar name. 
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North American Company. The re- 
maining bank loan will be retired 
through the current sale of Cleveland 
Electric Illuminating Company (prin- 
cipally through rights to stockholders). 
The interest in Wisconsin Electric 
Power Company will probably be dis- 
tributed through stock dividends and 
special distribution. The principal re- 
maining integration problem is con- 
cerned with North American Light & 
Power Company. (See below.) 

North American Light & Power Com- 
pany. North American Company has 
proposed to retire the publicly held pre- 
ferred stock and pay $7.50 per share to 
common stockholders. Representatives 
of the latter are seeking a larger amount 
before the SEC. Final hearings were be- 
fore the commissioners themselves 
(rather than the staff), indicating the 
probable intention to expedite this is- 
sue, over which some 15,000 pages of 
testimony and exhibits have been com- 
piled in recent years. 

Public Service Corporation of New 
Jersey. Final details of the recapitali- 
zation plan were filed a few weeks ago 
with the SEC, providing for a merger 
with the Electric & Gas subsidiary, re- 
tirement of the noncallable preferred 
stocks through an exchange for con- 
vertible preference common stock, etc. 
Thus far no determined opposition to 
the plan has developed, though United 
Corporation (largest stockholder) would 
prefer to have the transit subsidiary dis- 
posed of. 


TANDARD Gas & ELEcTRIC COMPANY. 
The company recently sold its inter- 
est in Mountain States Power Company 
and expects soon to sell California 
Oregon Power Company stock. Stone & 
Webster and J. Samuel Hartt are work- 
ing on an appraisal of all the company’s 
remaining properties and expect to re- 
port in the near future, following which 
a new plan to allocate assets to various 
security holders will be formulated. 
United Corporation. The company 
expects to continue in existence as an 
investment and investment banking com- 
pany, after the preferred stock is even- 
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tually retired and the status of a utility 
holding company is divested through 
sale, exchange, or distribution of prin- 
cipal utility interests. 

United Gas Improvement Company. 
While a very substantial part of the 
former holdings have been distributed, 
the program has not been entirely com- 
pleted. The company will probably con- 
tinue in existence as a small integrated 
holding company, retaining its interests 
in certain gas subsidiaries. 

United Light & Railways Company. 
The company is expected eventually to 
merge with Continental Gas & Electric 
Corporation as a single integrated sys- 
tem. Eventual dissolution of American 
Light & Traction Company, the other 
subholding company, would aid the pro- 
gram by helping to eliminate bank loans 
and senior securities. 


* 


Analyses of Utilities Securities 
By Wall Street Houses 


B's: Stearns & Co. has prepared a 
9-page memorandum on Public 
Service Corporation of New Jersey. 
Some of its conclusions are as follows: 
(1) The price-earnings ratio of this 
holding company stock is substantially 
less than average, and the yield some- 
what higher than average (for utility op- 
erating stocks). (2) The company’s 
electric and gas earnings have continued 
to expand despite substantial electric 
rate cuts. (3) The debt structure is 
sound, and the cash position strong 
enough to provide for construction re- 
quirements for a considerable period. 
(4) Earnings of over $3.50 a share (pro 
forma 1946) could probably be realized 
through a proposed recapitalization plan 
under the Holding Company Act. 

The study includes five pages of 
tables, with a projection for 1947-51 of 
the estimated consolidated earnings (as- 
suming no reorganization). The projec- 
tions were prepared by Ebasco Services 
(the service company for Electric Bond 
and Share) which was retained by Pub- 
lic Service in connection with the re- 
capitalization proceedings before the 
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SEC. Following are the results (includ- 
ing 1946 actual figures) : 


| Se Reier re see $2.54 
HRN ROR aes oe: 2.25 
——_ Fiteeentaneiceptandaieeleenenagrnpeie.: 2.42 
1949 .. 2.90 
DE ice an ace ae ae aoa 3.37 
Ran iiese pei 3.61 


These estimates assume some decline in 
transportation revenues, moderate gains 
in the gas business, and a more substan- 
tial rate of increase in the electric rev- 
enues. The decline in 1947 is largely due 
to estimated changes in the earnings of 
the transportation subsidiary. 


J. O'Connor & Co. (Chicago) has 

e prepared a memorandum on West 
Ohio Gas Company. The company’s rev- 
enues increased 43 per cent during 1942- 
46, share earnings doubled (from 40 
cents to 80 cents), and dividends in- 
creased from 10 cents to 55 cents per 
share. It is estimated that the company is 
losing about 20 cents a share because 
of gas leakage, which may be reduced by 
the repair program now under way. The 
company has no funded debt, bank loans, 
or preferred stock. Natural gas is pur- 
chased from Ohio Fuel Gas Company, 
which is planning to double the supply 
to West Ohio in 1947. The company is 
said to have “low saturation” in gas 
refrigeration, hot water, and house 
heating. 

Glore, Forgan & Co. has prepared an 
1l-page booklet on “The Outlook for 
Electric Utility Common Stocks.” This 
is an interesting historical study, analyz- 
ing the threat of rising costs. It com- 
pares the trends of utility stock prices, 
industrial stocks, and wholesale com- 
modity prices in the periods 1913-19 and 
1939-46. “After World War I,” accord- 
ing to the study, “once the spiral of ris- 
ing costs had run its course, utility equi- 
ties were rediscovered by the investor. 
We believe this postwar phenomenon 
will be witnessed again. . . . It will be 
noted that the prices of utility equities 
declined further in 1920 when the final 
spurt occurred in commodity prices and 
the market for industrial shares de- 
clined.” 





. 
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To keynote of the thirteenth annual 
sales conference of the Edison 
Electric Institute, held at the Edgewater 
Beach hotel in Chicago, early in April, 
was sounded by Chairman Ralph P. 
Wagner, who told the assembled utility 
men “we are now on the verge of a buy- 
er’s market, where selling will again be a 
must for every sale.” 

To lend emphasis to that statement and 
its specific application to electric utili- 
ties, Mr. Wagner made the following 
declaration : 

We are practically the only industry 
which can point to decreasing prices for our 
service during the war and the ensuing pe- 
riod of price inflation. Our sales have in- 
creased beyond our expectations, and there 
is some evidence that our industry has been 
lulled into an increasing sense of endless 
prosperity by this lush period. 


What Others Think 


Intensive Selling Urged at EEI 
Annual Sales Conference 





vital contribution of the lighting load to 


electric utility net revenue, and said 


that 


Many factors, such as low selling cost, ad- 
vertising value, good load factor, no satura- 
tion, low mortality, high power factor, no 
competitive methods, and tangible customer 
satisfaction, mean that, generally speaking, 
lighting load produces greater kilowatt hours 
and revenue per dollar of plant investment, 
per dollar of operating cost, and per dollar 
of selling cost. 


The planned lighting program, Mr. 
Schuchert said, is aimed at providing cus- 
tomers with modern lighting installations, 
designed to serve economically and effi- 
ciently their specific living, working, and 
selling needs. All customers in five 


major markets—residential, store, school, 


office, and industrial—will be urged to 


have their lighting installations planned 
according to the latest practices in light- 
ing, before buying any equipment. He 


While the sale of electrical service may 
not be a pressing problem of the moment, we 
may, without clear warning, find ourselves 


facing a situation where sales are impera- added: 

tively needed for the financial welfare of . ; 

our companies. The upsurge of the economic When built up properly and executed ef- 
cycle started in 1938, and gave clear evidence fectively, planned lighting infers “guar- 


of its nature. On the contrary, the down- 
trend will come out of a seemingly clear sky. 
Sales forces cannot be built overnight. The 
warning signs of coming changes are even 
now so sharp that we should be prepared to 
meet the day when sales will be demanded. 


HE many phases of the selling prob- 
lem were set forth in various papers 
presented at the conference. Of special 
interest was the one read by J. S. 
Schuchert, chairman of the institute’s 
commercial section, on “The Planned 
Lighting Program for the Electric Indus- 
try.” The coordinated approach to light- 
ing sales made possible by this program, 
he stated, offers the industry increased 
sales of electric energy and lighting 
equipment, and will improve public rela- 
tions. 
Mr. Schuchert drew attention to the 
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anteed good” lighting. It’s an implied certi- 
fication. It has great customer appeal, and 
can be a strong promotional weapon. For 
all our markets—homes, stores, offices, 
schools, factories—we can apply the planned 
lighting theme straight across the board. 
Thus, we have a standard-bearer, which can 
lead all branches of the industry to the de- 
velopment of this market on a scale never 
before thought possible. 


Turning to a detailed description of 


the materials to be made available in the 


program, Mr. Schuchert said that an 


over-all plan book, explaining the rea- 


sons for the program, and its im- 
portance to the power company, is being 
distributed to chief executives of the in- 
dustry. Individual plan books are being 
prepared for each of the five major mar- 
kets—residential, store, office, school, and 
industrial. 
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ACH plan book describes the charac- 
teristics of the particular market, 
the potential revenue that may be secured 
by organized sales efforts, and the sales 
organization and operating methods best 
suited for successful selling in this field. 
Also included are samples of all the ad- 
vertising and promotional materials pre- 
pared for use in each field. 
In a paper on “The Better Light Bet- 
ter Sight Bureau,” Harry Restofski, the 
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If American industry is sincere in want- 
ing the minimum of governmental interfer- 
ence in the operations of our economy, then 
industry must assume the responsibility of 
providing the sales that will insure reason- 
ably full employment. 

Never before has sales had such a respon- 
sibility placed upon it. . . . It can be done, but 
it will need new- marketing tools and new 
sales management concepts. One approach 
to sales budgeting must be on the basis, not 
of how little, but how much can we afford 
to spend to get the desired volume. This 
approach will produce larger results faster 








bureau’s chairman, stressed the im- 
portance of the new planned lighting pro- 
gram by emphasizing the need for bet- 
ter lighting which exists in this country. 
He declared that 


than a program of economy, and in the long 
run will be more beneficial to the investor. 


M* MITCHELL pointed out that one 


reason advanced in support of na- 


... every survey made in recent years shows 
that homes are woefully underlighted, ac- 
cording to the most conservative standards 
recommended by lighting authorities... 
home lighting intensities average only six or 
eight foot-candles, when the need is for sev- 


tionalization of the electric utilities in 
France and England was the necessity 
for developing the electrical market be- 
yond what private ownership apparently 
had been able to do, and declared that 
















eral times as much. 

Ten to twenty million portable lamps are 
purchased annually, and most of them are 
wholly inadequate for easy seeing. That's 
because, while women buy most lamps to pro- 
vide light, they select them primarily for 
decorative appeal . . . we haven't told them 
often enough and convincingly enough of 
their need of better light for better sight. 


Similar lack of sufficient lighting inten- 
sity is to be found in thousands of 
schools, offices, and factories, the speaker 
stated, and, in urging the need for con- 
tinuous education in these matters, he 
said : 


. .. Constant evidence that you are encourag- 
ing the use of electricity in every way will 
help to convince the public that you are con- 
tributing to the welfare of the communities 
you serve. 


The latest public opinion polls, the 


speaker stated, show that the American 
public 


is less inclined to want government owner- 
ship of electric utilities than it has for a long 
time. The situation today is much more 
healthy with respect to your business than 
it has been for several years, and it can con- 
tinue to improve under inspired sales di- 
rection. 


People will buy and use the kind and 
amount of lighting they need only when they 
are made to understand the benefits accruing 
to them. An educational approach to light- 
ing is even much more necessary than is true 
of the appliance markets. That approach, 
that kind of foundation, is even more of a 
“must” if we are to do the kind of industry 
job we should do. Education is the founda- 
tion of lighting sales. 

The educational movement, spearheaded 
by the bureau, has made a definite contribu- 
tion to public understanding of the need for 
better lighting for better seeing. To those 
of us in the industry, it has made clearer our 
opportunities and responsibilities. 


The president of Sylvania Electric 
Products, Inc., Don H. Mitchell, ad- 
dressed the conference on “Our Mutual 


If you are to preserve free enterprise in 
utility operation, neither you nor your man- 
agements can ever afford to become com- 
placent and satisfied with your sales results. 


In addition to the sales matters which 
were considered at the general sessions 
of this 3-day conference, there were gath- 
erings of several sections of the institute, 
at which a wide variety of topics having 
to do with sales activities were discussed. 

These sectional conferences included 
commercial sales, farm electrification, 
industrial power and heating, and resi- 
dential and home service. These meet- 
ings were participated in by representa- 
tives of electric utility companies and 
manufacturers of electrical appliances 
and equipment. 


Responsibilities for Building the Elec- 
trical Market.” He stated: 
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This thirteenth annual sales conference 
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was attended by about 800 people, indi- 
cating the definite interest of electric util- 
ity companies in this very important 
phase of their business. The details as to 
papers read and topics discussed, and the 
names of the speakers who participated, 


WHAT OTHERS THINK 


as listed in the conference program, pro- 
vide ample evidence that it must have 
been an occasion of practical value to 
all those who were so fortunate as to 


attend. 
—R. S.C. 





Protests against 


Cuts in Funds 


Feature NRECA Meeting 


HE fifth annual convention of the 
National Rural Electric Codpera- 
tive Association was held late in April 
in Spokane, Washington. REA co-ops 
from practically all sections of the coun- 
try were represented at the sessions, there 
being some 2,000 delegates in attendance. 
President Truman sent a message to 
the convention in which he told the 
NRECA that it cannot consider its job 
done 


as long as this country has rural people still 
living and working without the benefit of 
electricity . .. I have confidence in the ability 
of rural people to work cooperatively to- 
ward the goal of complete electrification, and 
I want to assure you of my support and 
best wishes for success in this endeavor. 


Mr, Truman said it would take 


purpose of mind as well as ingenuity to push 
out beyond the densely settled areas... 
There will be those who say it cannot be 
done or it should not be done, as they have 
in the past. What you can do for the de- 
velopment of rural America in terms of a 
more stable income, better living, and the 
creation of new wealth constitutes great po- 
tential contribution to the national well-being. 


Administrator Claude R. Wickard of 
the Federal Rural Electrification Admin- 
istration, speaking on “Power in the 
Hands of Rural America,” made a plea 
that there be no limitation of REA au- 
thority to make loans for co-op generat- 
ing and transmission facilities. He said: 


In a majority of cases I believe that com- 
mercial power companies can furnish REA 
co-ops with adequate power at fair prices. 
However, the best assurance that the co-ops 
have that they will get this kind of service 
springs from the authority of REA to make 
loans for generating and transmission facili- 
ties. 


The director of the power division of 
the Interior Department, Arthur E. Gold- 
schmidt, told the delegates that the nation 

vas “operating its power system by 
heavy encroachments on its reserves,” 
and that any attempt to curb the Federal 
power program was “dangerous in the 
extreme.” He declared: 

. the combined national peak (of power 
output) was 93 per cent of the total depend- 
able capacity of class 1 utilities in January. 
This means we had an average of only 7 
per cent reserves.... Many important power 
areas are operating well above their net 
assured capacity. We are relying on luck. 


DMINISTRATOR Paul J. Raver of the 
Bonneville Power Administration 
was another speaker. He purported to 
show the importance of low-cost hydro- 
electric power in providing new sources 
of tax revenue. He also asserted that in- 
creasingly large quantities of power at 
consistently low rates should be provided 
in order to create new opportunities for 
free enterprise. As to this he declared 
that 
Creation of new taxable wealth with its at- 
tendant benefits in new jobs, new investment 
opportunities, and broader tax base, together 
with conservation of our declining oil sup- 
plies, would be reason enough to justify the 


government expenditures for these great 
dams, generators, and transmission lines. 


Congressmen who are advocates of 
public power spoke against cuts in ap- 
propriation of funds for these Federal 
projects. 

Senator Warren G. Magnuson (Demo- 
crat, Washington) stated: 


These so-called economy cries in Congress 
about such self-liquidating projects as the 
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‘Quit Followin’ Me Around!’ 
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Columbia basin are only a smoke screen to 
scuttle reclamation projects. Certain mem- 
bers of the House appropriations commit- 
tee have been instigated by power interests 
in the East to oppose these appropriations. 


Senator Magnuson denounced the 
“selfish interests who want to keep us in 
serfdom” and declared that special privi- 
lege groups in the East “want the former 
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to be at the mercy of the moneyed inter- 
ests.” The campaign to raise power rates 
on projects in the West, he said, was a 
fight on the part of the industrial East to 
prevent the West from becoming an in- 
dustrial threat through the production of 
cheap electric, power. 

Senator Milton R. Young (Repub- 
lican, North Dakota), in a lengthy ad- 








dress, praised the record of REA co-ops. 
Then, referring to the prospect of cuts in 
appropriations, he said: 


. the present attempt is to use national 
economy as a smoke screen for killing the 
program. Our foes hope to persuade econo- 
my-minded members of Congress that REA 
is using the taxpayers’ money to sponsor elec- 
trification which, they claim, private inter- 
ests could as well provide. They hope that 
Congress, in its enthusiasm to reduce Fed- 
eral expenditures, will cut proposed REA 
loan funds for the coming year so sharply 
as to cripple REA or sharply curtail future 
expansion. 

While | favor drastic reduction in over- 
all Federal expenditures, I think it should 
be pointed out that there is much distinction 
between spending—as such—and the invest- 
ment of public money in a self-liquidating 
enterprise. The REA program is a splendid 
example of what can be accomplished for 
the benefit of millions of our citizens with- 
out cost to the government and, as a member 
of the Senate Appropriations Committee and 
the Agriculture Committee, I shall vigor- 
ously oppose any attempt which may be made 
to curtail appropriations for this agency. 


In discussing the question of the fi- 
nancing of generating plants by REA, 
Senator Young made these comments : 


I am sure I do not need to emphasize the 
importance of this provision in the REA 
law. Without the right to construct power 
plants, REA would have absolutely no bar- 
gaining power whatever with private power 
and would be completely at their mercy. This 
is a very important part of the appropriation 
and one which will be sharply attacked by 
the private power interests. 

I hope that no REA cooperative will abuse 
the privilege that it has in constructing power 
plants. Wherever low-cost electricity is avail- 
able through existing power concerns, REA 
should, by all means, purchase it through 
these sources. Not only because it would be 
unwise to construct additional and unneces- 
sary power plants, but for other reasons, too. 
There is a real possibility that within a very 
few years electricity will be generated 
through atomic energy at far lower cost 
than now is possible through water power 
or any other means. 


- I *URNING then to another phase of the 
electric cooperative situation, the 
Senator declared: 
. . Your opponents now are trying to buy 
out some of your older, well-established, and 


profitable cooperatives. Having watched you 
do something that they themselves were un- 


WHAT OTHERS THINK 


able or unwilling to do, they now hope to 
take over the projects that you have proved 
to be sound financial undertakings. They 
hope to persuade you that since you are 
well established there is no reason why you 
should continue bothering to operate your 
co-op. They are trying to relieve you of 
your obligation to extend your lines. They 
tell you they will give you the service at 
even lower rates than you now pay. Some 
cooperatives may be disposed to sell out to 
these interests, but I predict they will see the 
day when they will regret such action. 


Senator Young then told his audience 
that more than 20 bills have appeared in 
Congress which would, he asserted, “i 
one way or the other, cripple the REA 
program.” He stated: 


Several of these, through indirect meth- 
ods, would raise the cost of power to your 
cooperatives now being supplied by reclama- 
tion power dams. Other contemplated pro- 
posals would require all REA borrowers to 
release co-op members upon request if not 
connected within one year after application 
for service. Then there are various provi- 
sions for raising the public power rates to 
all the traffic would bear; by raising interest 
rates; by amending the Reclamation Act to 
place a greater cost burden on irrigation and 
power. Another proposal would require 
projects to pay out before new projects could 
be undertaken. There is a plan to direct RFC 
to sell all notes and mortgages on the open 
market. These are only some of the pro- 
posals contained in the many bills now be- 
fore Congress. 

Perhaps one of the most dangerous threats 
to REA has come with the introduction of 
bills in many state legislatures that would 
place REA cooperatives on the same tax 
basis as corporations which operate for a 
profit. Millions of pieces of propaganda have 
been placed in the mails all over the United 
States on this one proposal alone. People 
who do not understand the objectives of co- 
Operatives such as yours, which is to furnish 
power at cost to their customers, might well 
think that REA should be placed under the 
same taxing provisions as corporations. 


‘ the protests voiced against cuts 
in appropriations, not only for REA 
loan funds, but for Federal power and 
reclamation projects, were effective is 
indicated by resolutions which were 
passed. Specifically, the convention went 
on record against the Harris Bill (HR 
2709) which would take away the REA’s 
authority for making loans for generat- 
ing and transmission facilities. Another 
resolution was adopted against proposed 


711 MAY 22, 1947 



















































PUBLIC UTILITIES FORTNIGHTLY 


congressional legislation which would re- 
quire the Reconstruction Finance Corpo- 
ration to sell notes and mortgages of the 
REA co-ops in the open market. Such 
legislation, the NRECA resolution said, 
“would make the codperatives and rural 
public power districts subservient to the 
will of vested private interests.” 

Two other resolutions adopted were as 
follows: (1) Asking Congress to make 
$200,000 available for research, study, 
and application of rural power to farm 


use; (2) asking that the REA approve 
contract forms for supplying telephone 
service to rural areas in codperation with 
existing telephone companies. The latter 
resolution seems to be based on the theory 
that it is unnecessary for Congress to pass 
new Federal legislation in order to permit 
REA to supervise rural telephone activi- 
ties of its co-op borrowers. Another 
resolution urged Congress to restore all 
funds requested in the budget for power 
and land development. 





Notes on Recent Publications 


Atom Rations for the World. Technical proc- 
esses in the Oak Ridge and Hanford plants 
of the atom bomb project are outlined, The 
writer, a worker on the project, comments 
on the theories of refining processes, and the 


breaking down of fissionable materials into 


U-235, plutonium, and sundry isotopes in con- 
centrated form. Reference is also made to 
possible future industrial uses, upon which 
there have been a variety of opinions ex- 


pressed. Atoms For Everysopy. By Philip 


Morrison, New Republic. March 24, 1947. 


Let’s Get Down to Work! When government 
puts forward schemes to provide security, 
regimentation is increased and _ initiative 
smothered. An expanding economy can only 
be had through individual initiative. Se- 
curity lies more in the individual than in 
economic planning, says the author—more 
talk of ‘ ‘challenge and opportunity” and less 
of “security” w ould be better for everybody. 
I’m Feo Up with Security. By Maynard 
L. Heacox. Pic. April, 1947. 


Out of the Doghouse, at Last? With the 
trend of legislative and popular sentiment 
now favoring a check on spreading Federal 
power development, the private utilities plan 
extensive additions to their facilities. Con- 
struction expenditures indicated are the 
largest in many years. The Federal govern- 
ment in the last thirteen years put $3,500,- 
000,000 of the taxpayers’ money in hydro 
power projects, Its current appropriation is 
down to $202,000,000, and the present attitude 
in Congress suggests that next year it will 
be less. The author comments that in cer- 
tain sections of the country where the op- 
erating areas of each have been well defined, 
private and public power get along all right. 
Utitities Resounp From New DEAL Sup- 
PRESSION. By John H. Falvey. Barron’s. 
March 31, 1947. 


Plugging the Home Town. In Evansville, In- 


diana, the manufacturers association has 
been telling the citizens about the importance 
of local industry to the community. Servel, 
Inc., the largest employer in that city, has 
joined in this educational campaign, and is 
running large weekly newspaper advertise- 
ments, worded to attract the workers in shops 
and factories, In addition, the spring edition 
of the company’s pocket-size, home-makers’ 

magazine will feature a case history of a 
typical worker, with his own story of what 
he thinks about free enterprise in terms of 
its effect upon him personally. EvANSVILLE 
Pian, Tide. March 21, 1947. 


Statistics Are More Pliable than Facts. The 
multitude of uses to which government sta- 
tistics are put makes the figures presented of 
vital importance. The author, as a nongov- 
ernment statistician, explains the technical 
reasons why errors will happen, especially 
because of the growing custom of express- 
ing estimates in terms of aggregates. He sug- 
gests that Federal agencies adopt a policy 
of issuing, at regular intervals, appraisals of 
their own statistics—that the methods used 
be described and evaluated, and the reliability 
of component factors be assayed. Also, that 
where any margin of error was disclosed 
by revisions of similar estimates in the past, 
it be pointed out. AccuRACY OF GOVERNMENT 
Statistics. By Geoffrey H. Moore. Harvard 
Business Review. Spring, 1947. 


The Closed Shop Again! Comments upon op- 
posed views on outlawing the “closed shop.” 
No, says Senator Wayne Morse—can’t en- 
force such legislation. William Green says 
no—it’s a move by big business to wreck 
labor unions. On the other hand, Senator 
Joseph H. Ball says yes—where there’s a 
closed shop the worker’s free choice of a 
job is gone. And Ira Mosher says yes—the 
closed shop gives unions monopoly powers. 
SHOULD THE CLOSED SHOP Be OuTLAWED? 
By Jack H. Pollack. Pic. April, 1947, 
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In General 


Calls for Clearer Federal Power 
Policy 


E ARLY and clear indication of the long- 
run intentions of the Federal gov- 
ernment in the electric power field was 
called for by Federal Power Commis- 
sion Chairman Nelson Lee Smith in an 
address at Washington, D. C., on May 
2nd before the thirty-seventh convention 
of the National Rivers and Harbors Con- 
gress. 

Concluding his talk, Chairman Smith 
pointed out that he had endeavored to 
“indicate the senses in which we have a 
national power development program, 
and those in which we do not, as well as 
some of the respects in which the out- 
lines of our present policy need to be 
made clearer.” 

It is for the Congress to determine 
those policies, he added, “and it is then 
the duty of the administrative agencies 
(of the Federal government) to apply 
them as honestly and efficiently as pos- 
sible. Equally it is the obligation of the 
power industry to codperate in an effort 
to make the national program fully effec- 
tive.” 

Earlier in the address, Chairman 
Smith described briefly the present roles 
of the War Department, the Department 
of the Interior, the Tennessee Valley 
Authority, and the Federal Power Com- 
mission in relation to government power 
construction and declared that “there 
seemns to be evident a need for the Con- 
gress to develop a more consistent pat- 
tern for the treatment of some of those 
important aspects of Federal power proj- 
ect operation and administration.” 

President Truman on May Sth sent to 
the Senate the nomination of Burton N. 
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Behling to succeed Richard Sachse as a 
member of the Federal Power Commis- 
sion. At the same time Mr. Sachse’s 
resignation was announced by the White 
House. 

Mr. Sachse, who has been vice chair- 
man of the commission, wrote the Presi- 
dent that his recovery from a prolonged 
illness has been less than satisfactory and 
that his physician has prescribed a long 
rest. Mr. Truman replied that he had no 
alternative, under the circumstances, but 
to accept the resignation. 

Mr. Behling was nominated for the re- 
mainder of Mr. Sachse’s unexpired term, 
and for the 5-year term which will ex- 
pire on June 22, 1952. 

Behling has worked closely with FPC 
Chairman Smith since joining the com- 
mission staff, and is expected to continue 
in charge of FPC’s natural gas investiga- 
tion, of which division he has been direc- 
tor. His appointment is the first “career” 
appointment to the FPC. 


Dam Renamed 


| gt oar pa Truman on April 30th 
signed a resolution from Congress 
changing the name of Boulder dam back 
to Hoover dam in honor of former Presi- 
dent Herbert Hoover. 

The original Boulder Canyon Project 
Act was signed in December, 1928, by 
President Coolidge. Ray Lyman Wilbur, 
Secretary of the Interior in the Hoover 
administration, named it Hoover dam, in 
accordance with custom, but without 
legislative action. 

Early in the New Deal, Harold L. 
Ickes, Secretary of Interior in the Roose- 
velt administration, changed it to Boulder 
dam. 
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Arizona 


Authority Invites Applications 


HE Arizona Power Authority Com- 

mission recently invited qualified 
public and private distributors and con- 
sumers of Arizona to make application 
for power purchase certificates. 

In letters the commission announced 
that the early adoption of a final and 
permanent plan for the construction of 
essential transmission lines to bring 
power into Arizona from Boulder dam, 
of stations, stand-by plants, and other 
facilities “will be an immediate under- 
taking of the authority commission.” 

Kenneth B. Aldrich, authority direc- 
tor, coupled with this announcement an 
appeal for “unity and prompt, concerted 
action in aiding the authority in bringing 
in Boulder dam power to relieve the de- 
ficiency of electrical energy in Arizona.” 

Accompanying Aldrich’s letters to 


prospective buyers were copies of amend- 
ments to the original Power Authority 
Act of 1944 made by the eighteenth 
legislature. These amendments, he 
pointed out, do not affect the existing 
power contracts aggregating 88,000 kilo- 
watts which were entered into before the 
recent legislative session, but relate sole- 
ly to future applications for power from 
the main stream of the Colorado river. 

The authority’s communication pointed 
out that “upon representation of an or- 
ganization composed of the private util- 
ity companies of Arizona that they were 
desirous of contracting for Boulder dam 
power, but could not safely enter into 
such contracts because of the omission of 
essential features in the Arizona Power 
Authority Act of 1944, the act was 
amended as per agreement” by the state 
legislature. 


Arkansas 


RFC Agrees to Pay Taxes 


oe Reconstruction Finance Cor- 
poration, owner of the Little and 
Big Inch pipe lines which cross Arkan- 
sas, has notified the state public service 
commission that it is ready to pay state 
tax assessments against the property 
for 1944 and 1945, Chairman Charles C. 
Wine said recently. 

Defense Plant Corporation, as prede- 
cessor of RFC and builder of the lines, 
paid state taxes for 1943 but refused 
the following year on the ground that the 
system was personal property, not tax- 
able under Federal law. 

Attorney General Guy E. Williams 
filed suit against the corporation for the 


1944 taxes and the case is pending in 
United States District Court. RFC also 
has agreed to pay future assessments. 


No Special Legislative Session 


O special session of the state legisla- 

ture will be called to consider labor 
laws giving the state authority to seize 
strike-bound utilities, Governor Laney 
said recently. 

Commenting on a suggestion of a 
Blytheville American Legion post, he 
said: 

“I do not consider this the solution 
to the telephone strike or to any other 
labor problem. The labor movement is 
a national problem.” 


California 


Phone Rate Increase Denied 
. o~ state public utilities commission 
on May Ist denied Pacific Tele- 
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phone & Telegraph Company’s petition 


for an immediate increase in telephone 
rates in the state. It struck from its 

















records company exhibits purporting to 
show that the company needs more Cali- 
fornia revenue in order to meet a require- 
ment of the parent American Telephone 
and Telegraph Company, nation-wide or- 
ganization, for more revenue. 

Last February the company petitioned 
for higher telephone rates and especially 
requested that the commission immedi- 
ately authorize an increase of about 11 
per cent in rates as an interim action 
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while going into the entire case in detail. 

The commission held a hearing in 
March at which the company presented 
its evidence, and was scheduled to hold 
another hearing in Los Angeles May 
12th and in San Francisco May 19th to 
hear the opposition. 

On May Ist the state body ruled on 
the interim request and on the exhibits 
by which the company hoped to tie the 
California case into a nation-wide case. 


Connecticut 


Commissioners Appointed 


ARL M. SHarpe of Pomfret and 
Henry B. Strong of Salisbury were 
appointed last month by Governor Mc- 
Conaughy to serve as members of the 
state public utilities commission, succeed- 
ing Clyde Olin Fisher of Middletown and 
Joseph P. O’Connell of Bristol. 
Sharpe has been serving as state dairy 


and food commissioner, and Strong as 
the governor’s executive secretary. Both 
are members of the Republican State 
Central Committee. They succeed Demo- 
crats, appointed by former Governor 
Robert A. Hurley. 

Strong was named for Commissioner 
O’Connell’s unexpired term ending June 
30, 1951, while Sharpe will have a full 
6-year term, starting July Ist. 


Florida 


Antipicket Bill Passed 


HE state senate recently passed a 

bill which would outlaw picketing of 

any public utility. The vote was 22 to 
15. 

The measure, which was introduced 


sonville, also would make it unlawful to 
picket a business where employees were 
not on strike. 

The senate killed another bill which 
would brand as a “strike” any agreement 
by two or more employees to stay away 
from work for more than forty-eight 


by Senator John E. Mathews, of Jack- hours. 


Iowa 


Report on Rural Electric 
Activities 
| yee of rural electric transmis- 
sion lines brought electricity to 25,- 
771 more farm families in Iowa during 
the 18-month period June 30, 1945, to 
December 31, 1946. 

The figures were given recently by the 
state commerce commission in a report 
on rural electric transmission activities. 

The report said the 25,771 farm cus- 
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tomers added to rural transmission line 
service during the 18-month period were 
more than the total number of farms 
served by such lines on June 30, 1936. 

Total number of farms now served 
with electric service was placed at 150,- 
687, or 72 per cent of the farms in the 
state. 

The commission’s report, compiled by 
George Charlesworth, its electrical engi- 
neer, said that as of last December 31st 
there were 54,984 miles of rural electric 
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transmission line in Iowa, an increase of 
8,107 miles during the eighteen months 
covered by the report. 

Of the 150,687 farm families now 
served with transmission line electricity, 
60,081 are served by private electric 
utility lines ; 85,087 by REA lines ; 4,109 
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by extensions of municipally owned 
lines; and 1,500 by miscellaneous serv- 
ices, 

The report added that during the year 
1946 the commission granted 577 rural 
electric transmission line franchises for 
the construction of 5,575 miles of lines. 


Massachusetts 


Elevated Suit Dropped 

N a statement branded by State Audi- 
I tor Buckley as “an ugly whitewash,” 
Attorney General Barnes announced re- 
cently that he intended to withdraw the 
state’s $18,000,000 suit against the Bos- 
ton Elevated Railway for recovery of 
depreciation costs. He said that further 
litigation would be too expensive and 
probably unsuccessful. 

“The establishment of the existence 
of any balance due the commonwealth 
by trial of the two pending proceedings 
is legally so improbable,” said Barnes, 
“that the proceedings should im any event 
be terminated at once. Otherwise the 
Boston Metropolitan District and the 


commonwealth will be put to substantial 
additional expense that is not justified 
by the probability of ultimate success.” 

Barnes held that Robert T. Bushnell, 
his predecessor, never would have under- 
taken the suit, had he been “informed of 
the facts which are now in my posses- 
sion.” 

The board of directors of the Bos- 
ton Chamber of Commerce last month 
voted unanimously in favor of public 
ownership and operation of the Boston 
Elevated Railway. The board said it 
agreed with the belief that the el’s many 
handicaps prohibited profitable operation 
of the system under its present organiza- 
tion. 


Michigan 


Signs Utility Strike Bill 
“Pyros Kim Sigler on April 28th 

signed an act which makes it a 
felony to interfere with or “manipulate” 
utility services without authority. The 
law, effective immediately, makes pos- 
sible a penalty of up to five years’ im- 


prisonment for switch pulling, cable cut- 
ting, or other sabotage during strikes. 
The measure was rushed through the 
state legislature in order to stiffen and 
broaden an existing statute for possible 
application to the recent strike of Michi- 
gan Bell Telephone Company employees. 


Missouri 


Rate Reduction Filed 
OST residential customers of Union 
Electric Company of Missouri 
will obtain a reduction of 19 cents a 
month in their bills, under a new rate 
schedule filed by the company with regu- 
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latory authorities on April 30th. The 
aggregate effect of the new schedule will 
be to reduce company revenue by $703,- 
637 a year, or 5.3 per cent, the utility 
announced. 

Essential purpose of the new schedule 


a 


scenes 





~~ rh weer 





is to do away with the rate differential in 
St. Louis city between Union Electric’s 
own customers and those it took over 
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from Laclede Power & Light Company. 
The latter utility was absorbed by the 
larger concern over two years ago. 


Nebraska 


REA to Enter Another Rural 
Field 


HE Rural Electrification Adminis- 

tration will soon move into a new 
field—installation of pressure water sys- 
tems and modern plumbing. 

The new program is “most practical 
and aims to point out the advantages of 
properly installed water systems on the 
farm,” said the Nebraska Electric Farm- 
er recently, monthly publication of 
Nebraska rural public power districts. 

The publication said the plumbing pro- 
gram, similar in many respects to the 
wiring program, includes: (1) Educa- 


tional meetings and local publicity to 
stimulate interest in adequate water sys- 
tems and plumbing and help rural people 
determine their plumbing needs; (2) co- 
Operation with health officials, extension 
service, and vocational agriculture teach- 
ers to assure a sound and practical pro- 
gram; (3) participation of local plumb- 
ers, jobbers, distributors, and retail 
plumbers in providing plumbing supplies 
and services to members; (4) arrange- 
ments, where necessary, for financing 
purchase and installation of plumbing 
equipment through REA; (5) inspection 
of completed plumbing systems as insur- 
ance against defective installation. 


New Mexico 


Municipal Ownership Contract 
ISCAL agents heretofore employed by 
the city of Santa Fe in an effort to 

get into the municipal ownership field 
now have a 2-year contract. By a 4-to-1 
vote, the city council recently substituted 
this for the l-year agreement, entered 


into October 9, 1946, with Beecroft, Cole 
& Co. of Topeka, Kansas, and Lucas, 
Farrell & Satterlee, Inc., of Kansas City, 
Missouri. 

The commission to be paid the agents, 
if they are successful, also was changed in 
the new deal, being made 1.75 per cent. 


Oregon 


Utility Rate Shift Opposed 


OMMISSIONER Dorothy McCullough 
Lee recently asked the city council 
of Portland to adopt a resolution oppos- 
ing the bill in Congress which would al- 
low natural gas utilities to fix rates on a 
current cost theory rather than the theory 
of prudent investment, which applies to 
all public utilities in Oregon. 

The National Institute of Municipal 
Law Officers has asked an expression 
from cities as to their positions on the 
proposal. 
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Although Portland has no natural gas 
utility, Mrs. Lee said in a report filed re- 
cently that she believes a change by Con- 
gress of the prudent investment theory in 
this instance would “sooner or later re- 
sult in a change from this theory with re- 
gard to other public utilities. Regulation 
on this basis has resulted in savings to 
consumers in this area of millions of dol- 
lars,” she declared. ; 

The bill would result in increased 
earnings to the stockholders of a utility, 
Mrs. Lee explained. 
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Pennsylvania 


Public Ownership of Utilities 
Urged 

OVERNOR James H. Duff’s endorse- 

ment of an antistrike ban on pub- 

lic utility workers was countered on May 

2nd by the recommendation of a govern- 

ment employees union official for public 

ownership of these vital service indus- 
tries. 

Arnold S. Zander, Madison, Wiscon- 
sin, international president of the Ameri- 
can Federation of State, County, and 
Municipal Employees (AFL), suggested 
the transfer of utility ownership to the 
“people” as part of a “counterattack” on 


forces seeking to curb the power of or- 
ganized labor. 

Mr. Zander’s program, which also 
called for growth of a “militant” con- 
sumer cooperative movement, was out- 
lined to 1,500 delegates attending the 
forty-fifth annual convention of the 
Pennsylvania Federation of Labor 
(AFL). 

The group on May Ist heard Governor 
Duff promise to oppose legislation de- 
signed to “restrict or repress” unions ex- 
cept measures banning strikes against 
utilities and government services such as 
police and fire protection systems. 


Virginia 


Firm Denied Dam Project Data 


gina company opposition to the gov- 
ernment’s Buggs island flood-control 
and power project lost a round in Fed- 
eral District Court at Richmond recently 
as the district attorney’s office took for- 
mal note of a court order denying the 
Roanoke River Power Company sweep- 
ing information as to details of the river 
basin development. 

Judge A. D. Barksdale, of Lynchburg, 
denied the power company’s motion for 
a bill of particulars which a government 
attorney had said might be used in an at- 
tempt to refute the government’s right to 
build the Buggs island dam and other 
facilities. 


Included in the data which the com- 
pany had sought to obtain through the 
motion were “all portions of official 
documents, whether printed or unprinted, 
on which the purported adoption and 
authorization (of the act of Congress 
authorizing the project) are based.” 

Accumulation of this matter, the gov- 
ernment said unofficially after the motion 
was filed, would provide a full-time job 
“for a staff of sixty for the next six 
months.” 

The power company now is faced anew 
with the necessity of filing an answer to 
the government’s petition of condemna- 
tion of 2,340 acres of land owned by the 
company in the Roanoke river basin. 


Wisconsin 


Rural Co-op Bill 

7. state assembly last month passed 

and sent to the state senate a bill to 
give rural electric codperatives right of 
eminent domain. The measure would al- 
low electric codperatives to condemn and 
acquire property or flowage rights if 
necessary for the benefit of the people 
as a whole. 


Its immediate effect, if given senate 
approval, would be to aid the Dairyland 
Power Codperative in its projected dam 
on the Flambeau river near Ladysmith. 
The co-op’s request for permission to 
build the dam was before the commission. 

The bill would not give codperatives 
the right to land or flowage rights within 
the boundaries of state parks or forests. 
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The Latest Utility Rulings 


Telephone Subscriber May Be Victim of 
Police Government 


a company has the right 
to deny service where a subscriber 
uses the telephone for bookmaking pur- 
poses. For that reason an Ohio court 
overruled an objection to a defense by a 
company against a damage claim for dis- 
continuing service. 

But police government was condemned 
by the court. A telephone company, said 
the court, cannot withdraw service mere- 
ly because it complies with a police re- 
quest. In fact, said the court, a letter of 
the chief of police requesting withdrawal 
of service would not even be proper evi- 
dence. The company must prove the 
gambling charge. 

The subscriber in this case said that 
he was much disillusioned. He had come 
back from the Army where “he and his 
buddies had been fighting throughout the 


world to destroy police governments in 
other countries.’’ Then when he got back 
home he found that police government 
had “reared its ugly head right here in 
his home city.” 

The court said it was common knowl- 
edge that the city police were engaged in 
yanking telephones from walls and break- 
ing up telephone equipment if they 
thought it was being used for bookmak- 
ing. The telephone company had required 
the subscriber to get the OK of the chief 
of police before it would give him serv- 
ice. It withdrew service upon the request 
of the chief of police, all without any 
hearing as to the gambling charges. That, 
said the court, was police government 
pure and simple. Giordullo v, Cincinnati 
& Suburban Bell Telephone Co. 71 
NEZ2d 838. 


7 


Plan for Stock Sale to Employees at 
Discount Disapproved 


ETITIONS by the American Telephone 
Pind Telegraph Company for approval 
of a plan to increase its common capital 
stock, which consists of 25,000,000 shares 
of the par value of $100 a share, to 35,- 
000,000 shares of the par value of $100 a 
share were denied by the New York com- 
mission. There was held to be an absence 
of proof of public interest. 

The increase would amount to one bil- 
lion dollars of par value of capital stock, 
but, on the basis of present worth of the 
stock, would amount to more than one 
and one-half billion dollars. The com- 


pany planned to offer not more than 2,- 
800,000 of the 10,000,000 additional 
shares of stock to its regular employees 
under an employees’ stock plan. The 
stock would be issued at $150 a share, or 
at 20 points below the average market 
price during the months payments are 
completed or during the next succeeding 
months, whichever is lower, but not less 
than $100 per share. The commission 
said: 

Unless there is something more to this 


intention than is enclosed in the record, it 
would seem that at least the market value 
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of the company’s stock might be seriously 
and adversely affected by such a plan of 
sale at such a discount . . . there should be 
some proof to justify the proposal. 


The New York law provides that a 
coporation subject to the provisions of 
the Public Service Law shall not file a 
certificate increasing the amount of stock 
unless it shall have endorsed upon it the 
consent and approval of the commission 
having jurisdiction of the corporation. 
Section 101 of the Public Service Law 
states that no telegraph corpora- 
tion or telephone corporation shall 
be required to apply to the commission 
for authority to issue stocks except for 
certain purposes, such as acquisition of 
property, construction of facilities, and 
discharge of obligations. The company 
took the position that it came within this 
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exception as to the issue of stock and did 
not intend to apply to the commission in 
regard to the issuance of any of the 10,- 
000,000 shares. 

The commission then raised the ques- 
tion whether it was required to endorse 
its consent and approval as a mere minis- 
terial matter or whether the legislature 
intended that the commission pass upon 
the question of whether its consent and 
approval should be given or withheld in 
accordance with some sound and substan- 
tial criterion. The commission concluded 
that approval is not perfunctory. It is 
not enough that the certificate be regular 
in form and properly executed according 
to statutory requirements. Public inter- 
est must be shown by the company. Re 
American Telephone & Telegraph Co. 
(Case 12873). 


~©) 
. 2) 


Simplification Steps Can Be Taken without 
Passing on Over-all Plans 


to Securities and Exchange Com- 
mission refused to defer action on 
proposals which would be necessary steps 
in holding company simplification until 
it rules upon over-all plans for recapital- 
ization. Nothing in the Holding Com- 
pany Act, said the commission, or in the 
proceedings relating to Commonwealth 
& Southern Corporation, requires that 
the commission defer action upon a trans- 
action merely because it is a step which 
might also be considered a part of the 
company’s over-all program. The com- 
mission continued: 


On the contrary, it is entirely clear that 
compliance with § 11 may be effectuated 
through a series of steps and the only proper 
questions here are whether the particular 
step is a “necessary”—t.e., appropriate— 


method of compliance, whether it is con- 

sistent with expeditious over-all compliance, 

and whether it is fair and equitable to the 
persons affected. 

The commission approved the retire- 
ment of approximately 28 per cent of the 
holding company’s preferred stock 
through a voluntary exchangeof portfolio 
common stocks of subsidiary companies. 
It overruled contentions as to unfairness. 

It also overruled an objection to the 
practice of the staff of the public utili- 
ties division in holding conferences with 
representatives of the management in 
which a representative stockholder was 
not invited to participate. Re Commton- 
wealth & Southern Corp. (Delaware) 
et al. (File No. 54-151, Release No. 
7337). 


7 


Request for Merger Approval Premature 


HB Wisconsin Public Service Cor- 
poration has been authorized by the 
Wisconsin commission to acquire the 
common stock of Coleman-Pound Light 
& Power Company. The latter company, 
organized in 1914, has always purchased 
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its power from Wisconsin Public Service. 

For the past year most of the heavy 
construction and maintenance work of 
Coleman-Pound has been performed by 
employees of the other company because 
of inability to handle this class of work. 
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The holder of the company’s stock is the 
operator of its business, and he is unable 
properly to maintain the property because 
of his age and difficulty in obtaining 
qualified help. 

The commission concluded that the 
public interest would be served by ap- 
proval of the transfer. It did not, how- 


ever, think that a request for approval 
of a merger of the corporation should be 
granted. Full ownership of the stock by 
the corporation would be required for a 
merger. That might or might not occur. 
Present approval would be premature. 
Re Wisconsin Public Service Corp. (2- 
U-2241). 


e 


Conversion of Electric Utility to Cooperative Approved 


HE request of an electric association 

for authority to sell its urban prop- 
erty to the city government and to con- 
vert into a coOperative was approved by 
the Missouri commission. 

Authority for the sale had been ob- 
tained from the people of the city and 
the directors of the association. The 
commission did not believe that the con- 
templated changes would in any way be 
detrimental to the public. 

Commissioner Wilson disagreed in an 
opinion which brought under fire the ad- 
ministration of rural electrification loans 
in the midwestern states. Many such 
loans, she said, in no way promoted the 
electrification of rural areas, which was 
the entire justification for the program. 

Her opinion as to the consequences of 
conversion to codperative status is: 


In previous cases before this commission 
involving similar issues I have pointed out 
the disadvantage to the public in removing 
utility properties from the jurisdiction of 
the regulatory body of the state of Missouri, 
the Missouri Public Service Commission, and 
also in changing the status of a utility prop- 
erty which serves the public generally to a 
cooperative which serves only its members 
and an additional number equal to 10 per 
cent of its members. When an electrical 
utility company is removed from the juris- 
diction of the Missouri Public Service Com- 
mission its consumers have no place to go 
for relief from increased rates and inade- 
quate service, if any. 


The commissioner concluded by point- 
ing out that the evidence failed to show 
that the association, as a codperative, 
could legally serve all prospective cus- 
tomers. Re Intercounty Electric Cod pera- 
tive Asso. (Case Nos. 11004, 11005). 
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City Free to Install Generating Plant 


oe Wisconsin commission says it 
is not its function to provide man- 
agement or impose managerial restric- 
tions upon a city as an electric utility. It 
is within the managerial province of the 
utility to determine whether it will pur- 
chase or generate electricity. 

The city of Menasha had decided to 
generate electricity in place of buying it 
from the Wisconsin-Michigan Power 
Company. There was some question as 
to whether estimates of savings were ac- 
curate, but savings would be sufficient, in 
all probability, to meet interest and 
amortization requirements of the invest- 
ment. 

They would probably not be suff- 
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cient to produce a profit comparable to 
what might be considered a fair return. 

The Wisconsin-Michigan Power Com- 
pany had appeared in opposition to a pro- 
posed plant to be constructed by the city ; 
but it withdrew objections when the city 
announced that an existing agreement 
governing the division of customers 
would not be disturbed. This agreement 
provided that the power company would 
not solicit or seek to serve residential or 
commercial users in the city, and the 
municipality would not solicit or seek to 
serve industrial or other large users 
whose initial demand is in excess of 50 
kilowatts. Re City of Menasha (CA- 
2464). 
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Urgent Needs Justify High Debt Ratio 


HE issue and sale of notes by Port- 

land Gas & Coke Company to ob- 
tain funds for construction of additional 
facilities was permitted by the Securities 
and Exchange Commission although this 
would increase the ratio of long-term 
debt to total capitalization and surplus 
from 42.7 per cent to 48.1 per cent. 

It had become necessary, as a tempo- 
rary expedient, during the heating sea- 
son 1946-47 to use large quantities of 
Diesel oil because of its higher gas- 
making value. By this means the com- 
pany was able to increase the production 
capacity of its generators. This, however, 
resulted in an increased cost of $1.05 per 
barrel over the price of heavy residuum 
oil. While Diesel oil could be used advan- 
tageously for peaking purposes, its ex- 
tensive use meant abnormally high pro- 
duction cost, arising in part from a re- 


duction in the quantity of by-products 
produced. 

Installation of the proposed facilities 
was expected to reduce the quantity of 
Diesel oil used during peak periods more 
than 90 per cent. The commission said: 


In the absence of the special circumstances 
of this case, we might be reluctant to exempt 
without condition transactions which result 
in an increase in the ratio of long-term in- 
debtedness to total capitalization and sur- 
plus, especially in the case of a company 
such as Portland which has large arrearages 
on its preferred stock. However, in view 
of the company’s urgent need for funds to 
maintain adequate service, as indicated by 
the orders of the state commissions, and 
the impracticability of obtaining such funds 
at this time from other sources, we do not 
deem it necessary to impose any terms or 
conditions. 


Re Portland Gas & Coke Co. (File No. 
70-1498, Release No. 7350). 
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Agreements on Border-line Facilities 


‘| ‘HE Pennsylvania commission au- 
thorized a transfer of an electric 
distribution line by Luzerne County Gas 


& Electric Corporation to Pennsylvania 
Power & Light Company, commenting: 


The progressive expansion in recent years 
of electric facilities to the fringe or border 
of charter territories makes it increasingly 


e 


important for utilities to delineate more 
clearly their respective service areas through 
the orderly process of mutual agreement 
respecting border-line facilities and service. 
The instant proceeding is an example of 
such agreement in the public interest. 


Re Luzerne County Gas & Electric 
Corp. et al. (Application Docket No. 
68955). 


Municipal Use of Funds Restricted 


IGHER rates for the municipal elec- 

tric plant operated by the city of 
Manitowoc were disapproved by the Wis- 
consin commission. The utility had 
earned a liberal profit for the past six 
years. 

A lower. profit was expected in 1947, 
but this, in the opinion of the commis- 
sion, would still be adequate. 

Aside from the question of the amount 
of utility operating income, the commis- 
sion considered how the income should 
be applied. The Wisconsin law requires 
that the income of a municipal utility 


MAY 22, 1947 722 





shall be used first to meet operation, 

maintenance, depreciation, interest, and 
sinking-fund requirements, additions and 
improvements, and other necessary dis- 
bursements, or indebtedness. Excess in- 
come may be used to buy bonds or may 
be paid into the general fund. 

With a proposed expansion program 
under way, there would not be sufficient 
funds to meet all the requirements listed 
in the law and transfer any moneys into 
the general fund. The commission was, 
therefore, of the opinion that compliance 
with the statute did not permit the utility 
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to make further appropriations from 
utility income to the general fund so long 
as these funds were required to meet the 
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necessary purposes first enumerated in 
the law. Re City of Manitowoc (2-U- 


2289). 
=e 


Right to Supervise Radio Program 


BROADCASTING company’s right to 
A supervise the programs offered the 
public through its facilities by an educa- 
tional institution was upheld by the Fed- 
eral Circuit Court of Appeals. 

The company had purchased the radio 
property from a college. As part of the 
purchase price the company agreed to 
allow the college a certain amount of 
radio time every week. 

The controversy arose when the col- 
lege refused to submit its programs to 
the company for approval prior to the 
broadcast. 


The court ruled that the company’s 
position was correct and stated : 


. .. there is no doubt that, under the act 
and the rules and regulations promulgated 
by the commission pursuant thereto, it is 
the right and nondelegable duty of the 
broadcasting company, acting reasonably, to 
determine whether a program offered by 
the college is in the public interest, and to 
allocate such time for the broadcast of a 
program offered by the college as will best 
serve the public interest. 


Regents of New Mexico College of Agri- 
culture & Mechanic Arts v. Albuquerque 
Broadcasting Co. 158 F2d 900. 
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Dual Purpose Rate Disapproved 


Ss was granted by the Wis- 
consin commission to increase 
rates of the Wisconsin Rapids City Gas 
Company upon a showing that while 
many items of increased operating ex- 
penses had not been reflected in full dur- 
ing 1946 the company had suffered an op- 
erating loss. The commission, however, 
disapproved a so-called “dual purpose” 
rate which applied to residential cus- 
tomers having two or more major appli- 
ances. 
The commission said: 


We do not consider this type of rate desir- 
able. It is an unnecessary complication of 
the rate structure and accomplishes nothing 
that cannot be accomplished through a 
single rate. 


Another feature which the commission 
did not approve was a rate for residen- 
tial service limited to Wisconsin Rapids. 
The company proposed to eliminate dif- 
ferentials in rates between Wisconsin 
Rapids and other communities served. Re 
Wisconsin Rapids City Gas Co. (2-U- 
2319). 


= 


Inconsistencies Found in Competitive Rates 


HE Wisconsin commission disap- 

proved reduced freight rates on pe- 
troleum and petroleum products, without 
prejudice to the filing of revised tariff 
supplements, in view of inconsistencies 
which did not appear to be either just or 
reasonable. The commission, however, 
said that, if proposed rates are reason- 
able and lawful, adjustment of rates to 
meet competitive situations is within the 
carrier’s managerial discretion. 
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The Interstate Commerce Commission, 
it was pointed out, has held in many cases 
that rail carriers are free to adjust or re- 
duce rates in order to meet competition 
with other forms of transportation, It 
is, however, recognized that there is a 
minimum level below which carriers may 
not lawfully reduce rates in meeting com- 
petition. 

The Wisconsin Statutes do not contain 
a provision comparable to the fourth sec- 
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tion (Long and Short Haul Clause) of 
the Interstate Commerce Act. The com- 
mission said: 

While the commission is not bound by a 


“long and short haul” statutory provision, 
nor committed to the “short line” basis of 


rate making, it is governed by the statutory 
requirement that all rates and charges for 
the transportation of property “shall be rea- 
sonable and just.” 


Re Rates on Petroleum Products (2-R- 
1753). 


e 


Air Carrier Penalized for Violation 


AN action by the United States against 
an air line to collect a civil penalty 
for violation of the civil air regulations 
was decided for the government by the 
Federal District Court for Minnesota. 
One of the company’s pilots had refused 
to permit a government inspector to en- 


ter the pilot’s compartment of the plane 
for a routine inspection during flight. 
The court held that the fact that seating 
facilities for the inspector were lacking 
was not an excuse for a distinct violation 
of regulations. United States v. North- 
west Airlines, Inc. 69 F Supp 482. 


7 


Other Important Rulings 


Lo Securities and Exchange Com- 
mission denied counsel fees and ex- 
penses in a reorganization proceeding 
under § 11(e) of the Holding Company 
Act where the commission was unable to 
find that the services of counsel materially 
contributed to the formulation of a re- 
organization plan or were beneficial in 
the administration of the corporation’s 
estate. Counsel was appearing primarily 
in the interests of individual clients rather 
than a group of stockholders. Re Laclede 
Gas Light Co. et al. (File Nos. 54-39, 
54-69, 59-65, Release No. 7260). 


The Civil Aeronautics Board approved 
an air carrier’s application for authority 
to establish a through service between 
certain cities, notwithstanding the fact 
that this would result in some diversion 
of traffic from other authorized air car- 
riers, where the service improvements 
which would be effected outweighed the 
harmful consequences of competition. 
Re Eastern Air Lines (Docket No. 
1971). 


The New York Court of Appeals up- 
held the decision of the appellate division 
(noted in Pusiic UTILities FortNIGHT- 


Note.—The cases above referred to, where 


Ly, January 30, 1947, at page 194) that a 
service-at-cost contract between the 
Rochester Transit Corporation and the 
city of Rochester did not bar the com- 
mission from investigating fares. Roches- 
ter Transit Corp. v. Public Service Com- 
mission. 


The United States Supreme Court af- 
firmed a decision of the district court 
that a railroad was not required to apply 
land grant rail rates to fertilizer being 
transported during the war to an ally 
under the Lend-Lease Act to further al- 
lied food production. United States v. 
Powell et al. 


The New York commission pointed 
out that under the Public Service Law a 
railroad is not required at all times topro- 
vide a seat for every passenger but is re- 
quired to furnish adequate service to the 
traveling public. The commission, after 
determining that service inadequacies ex- 
isted, ordered a railroad to use all avail- 
able equipment when and where practi- 
cable and to order additional cars with a 
seating capacity of not less than seventy- 
five persons per car. Re Long Island Rail 
Road Co. (Case 12387). 


decided by courts or regulatory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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Commission jurisdiction over reissue of stock- - - - 1 
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Public Utilities Reports (New Series) are published in five bound volumes 
annually, with an Annual Digest. These Reports contain the cases preprinted 
in the issues of Pusiic UTivities FortTNIGHTLY, as well as additional cases 
and digests of cases. The volumes are $7.50 each; the Annual Digest $6.00. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Hydro Electric Company 


2-SB-279 
March 21, 1947 


PPLICATION for authority to issue stock and bonds; granted 
A subject to conditions, and accounting proposals approved. 


Security issues, § 41 — Necessity of Commission authorization — Recapitalization 
plan. 
1. Authorization by the Commission is required for the consummation of a 
recapitalization plan involving a reclassification of outstanding capital stock 
even though there may be no additional original issue of capital stock and 
no money, property, or services paid into the company, p. 6 


Security issues, § 23 — Powers of Commission — Reissue of stock. 
2. The regulatory power conferred on the Commission to authorize security 
issues is not restricted to an original issue of capital stock but also applies 
to reissues of capital stock with different characteristics, terms, or condi- 
tions, p. 6. 

Corporations, § 10 — Jurisdiction of Commission — Reorganization. 
3. Commission approval of a reorganization is required, in addition to 
authorization to issue securities, when by a reclassification of stock a vir- 
tually complete change in capitalization is proposed, p. 8. 

Security issues, § 120 — Terms and conditions — Restriction on additional bonds — 

High debt ratio. 

4. A company which is authorized to issue bonds in an amount which will 
create undesirably high debt ratios should be required to make an appro- 
priate amount of subsequent net property additions subject to the lien of 
the bonds and unavailable for the issuance of additional bonds under the 
indenture securing them, p. 9. 


Security issues, § 123 — Dividend restriction — High debt ratio. 


5. Authorization to issue bonds in an amount which will create an un- 
desirably high debt ratio while additional construction is necessary should 
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provide that no dividend shall be paid pending completion of a pending re- 
organization, in order that current funds on hand remain available for con- 


struction, p. 9. 


By the Commission: On January 
28, 1947, Wisconsin Hydro Electric 
Company (hereinafter called the Com- 
pany) filed an application with the 
Commission for authority to issue $1,- 
750,000 principal amount of first mort- 
gage bonds, 34 per cent series due 1972 
and $250,000 principal amount of 3 
per cent serial notes, to make certain 
adjustments of its accounts, and to re- 
classify its capital stock so as to effect 
a reorganization of the Company. 

The Company is a public utility and 
a public service corporation within the 
meaning of Chaps 196 and 184, Wis- 
consin Statutes. It is engaged primar- 
ily in the electric utility business in 
and around the communities of Amery, 
Clear Lake, Colfax, Chetek, and Du- 
rand, located in the northwestern part 
of the state. It likewise operates gas 
utility service in Monroe, Platteville, 
and Menominee, Wisconsin. 

All the common stock of the Com- 
pany, consisting of 10,552 shares hav- 
ing a stated value of $1,055,200, is 
owned by Eastern Minnesota Power 
Corporation, which also conducts an 
operating public utility business in the 
state of Minnesota in territory ad- 
jacent to that served by the applicant 
in Wisconsin. 

Manufacturers Trust Company, 
New York city, is the owner of all the 
outstanding common stock and a ma- 
jority of the preferred stock of Eastern 
Minnesota Power Corporation. 

The application states that proceed- 
ings were instituted by the Federal 
Securities and Exchange Commission 
under the provisions of the Public Util- 
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ity Holding Company Act of 1935 to 
determine what steps, if any, were nec- 
essary and should be required to be 
taken by the Company and Eastern 
Minnesota Power Corporation to com- 
ply with the provisions of said act. 
These proceedings bear said Securities 
Commission’s file number 59-70. Sub- 
sequently, the Company and Eastern 
Minnesota Power Corporation filed 
joint applications with Securities and 
Exchange Commission, bearing file 
numbers 54-48 and 54-138, for ap- 
proval of various plans of reorganiza- 
tion and amendments thereto. The 
application in file number 5448 has 
been withdrawn with the approval of 
Securities and Exchange Commission 
prior to any final decision having been 
rendered therein. There is currently 
being filed with Securities and Ex- 
change Commission a new application 
wherein that Commission is requested 
to approve and authorize (a) the 
amending of the application con- 
tained in file number 54-138 and (b) 
to approve the plan of reorganization 
and refinancing as outlined in the ap- 
plication filed in the proceeding before 
this Commission. 

The present security structure of the 
Company is as follows: 


First mortgage, 5%, bonds, due Oct. 
1, 1947, less $384,500 reacquired 
and held by Company .......... 

6% Cumulative preferred stock, 
authorized 20,000 shares of $100 
par per share; outstanding 11,953 


$2,077,000 


EE a Ae 1,195,300 
Common stock, authorized 20,000 
shares without par value; out- 
standing 10,552 shares with a 

stated value of $100 per share ... 1,055,200 

EE. +5540. wvadbnidetiawaks $4,327,500 
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RE WISCONSIN HYDRO ELECTRIC CO. 

‘ The surplus account of the Company (2) the refunding and refinancing of 
showed a balance of $737,628.90 as debt, and (3) the changes in capital 
of November 30, 1946. However, as stock necessary to effectuate the reor- 
will later appear, write-offs and de- ganization. The application will be 

creases in the net book value of assets discussed in that order. 

a are proposed which create a deficit of The adjustments of accounts pro- 

mt $629,147.19 as of that date. Further, posed by the Company and the effect 

: accumulated and unpaid dividends on of such adjustments on the balance 

‘ preferred stock were $824,757 or $69 sheet and surplus account as of Novem- 

“A a share on November 30, 1946. ber 30, 1946, are listed and explained 

' The plan of reorganization and re-_ in appendices A, B, and C of this opin- 

a financing proposed in the application ion. [Appendices omitted.] In sum- 

‘d in this proceeding may be said to be mary, the adjustments result in a net 

d composed of three steps: (1) the nec- charge to surplus of $1,366,776.09, as 

“a essary adjustments of the accounts, shown below: 

| 

p- (1) —+ depreciation reserve—electric plant to an amount indicated by a study 

made by the staff of the Public Service Commission of Wisconsin ........ $816,748.19 

a- (2) Provision for reserve for possible loss on future sale of gas properties ...... 94,040.66 

he (3) Provision for estimated loss on certain nonoperating property carried under 

GHOCETEe WEY GORME 0000. ccccccvccccccccccenccccccccccccccccssccesess 10,000.00 
as (4) Write-off of a portion of utility plant acquisition adjustments as approved by 

of the staff of the Public Service Commission of Wisconsin ................ 344,391.62 

on (5) Write-off unamortized portion of debt discount and expense applicable to 5% 

TE Or WO WD 05.60. 000s scncd ecu snd skensidensavecederebenieieneee 10,013.66 
en (6) Credit for reduction in income taxes arising from tax deductions for write- 

tl s detailed in entries (4) and (5) above, and on the basis of cash refund- 

“ad ing of bonds at November 30, 1946 .....c.cccescceccecccececensceusees (17,000.00) 

UX- (7) Write-off commissions and expense on capital stock ................000005 85,064.93 

ion (8) Write-off company’s portion of expense previously incurred in connection with 

the joint plan of recapitalization between the company and its parent com- 

ted ARLE BELA LIE LOSE OE AE LI REL PLATE OTD 3,517.03 
(9) Provision for estimated expenses in connection with the proposed plan of re- 

ni: ERR TRILL PR ES TES PEPE OO eae en 20,000.00 

‘b) EE accedvnquedndsedensuhsc suspen ensendeecteteniernensaceesenaes $1,366,776.09 

1on () Denotes red figure. 

a . . . . 

ne The increase in depreciation reserve the company now proposes to correct 
of $816,748.19 is made to bring the this deficiency. 

the depreciation reserve up to straight-line The provision for a reserve for pos- 
depreciation reserve requirements as__ sible loss on future sale of the gas prop- 
estimated by the staff in docket 2~U- erties is made to reduce the net book 
2127 before this Commission (see 65 value of such properties to $90,000, 

7,000§ PUR(NS) 161) being an application the estimated realizable value thereof. 
of the Company and Badger Electric The reserve of $10,000 established 
Cooperative for consent to and ap- on certain nonoperating hydro lands 

-_ proval of the sale of the Company’s and a generator not in use is in partial 

electric and gas properties to the codp-_ recognition of the probable loss in 

5 200§ erative. In that case our staff found these properties. In addition, the Com- 

— the electric depreciation reserve of the pany proposes to accrue $5,000 a year 

7 Company deficient by $816,748.19 and additional reserve on such property so 
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as to reduce the total of $40,475 to 
estimated realizable value. 

The write-off of $344,391.62 of util- 
ity plant acquisition adjustments is 
made to reduce the net book value of 
utility plant to an amount not in excess 
of the $3,000,000 value found by the 
Commission in docket 2—U-2127, su- 
pra, as of December 31, 1945. As will 
later appear, this write-off of $344,- 
391.62 results in the book value of 
plant being equal to the Commission’s 
finding of value at December 31, 1945, 
plus the net increases from that date 
to November 30, 1946. 

After the write-off of $344,391.62 of 
utility plant acquisition adjustments, 


Assets and other debits: 


Electric plant at original cost .............. 


Less : 


Reserve for depreciation ................. 
Contributions in aid of construction ....... 


Net electric plant ..............- 
Gas plant at original C0st .....ccccccccccces 


Less : 


Reserve for depreciation ................- 
Reserve for loss on future sale ........... 
Contributions in aid of construction ....... 


; Net gas plant ...............+05. 
Utility plant acquisition adjustments ........ 


Ne I ME EE 6. nt tiseesccsinccees 
Leased property less reserves .............. 
Other physical property less reserves ....... 
Miscellaneous securities .......ccceseeeceee 
Current assets, including cash and U. S. govern- 


ment securities totaling $698,255.64 


RINE GE hacdccccccccacecsacdescess 


Total assets and other debits ................. 


Liabilities and other credits: 
Capital stock equity— 


REESE ery re eee ae 
TY ccckscccstnbeeneeneav ends 
PE CEE 6550 b0c6scosessecssecess 


Total capital stock equity ........ 


Bonds, 5%, due Oct. 1, 1947 


Se Ce .  .cccnaednebeuseesoaeees 
Customers’ advances for construction ....... 
SN PIO ‘nic ccacastceaseasdens 


Total liabilities and other credits .............. 





() Denotes red figure. 
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aie $1,507,440.01 


a balance of $73,020.36 will remain. 
The Company proposes to amortize 
this balance at the rate of $15,000 per 
year by charges to Account 537, Mis- 
cellaneous Amortization, so that in 
approximately five years the entire bal- 
ance will be eliminated. 

The remainder of the adjustments 
shown above are self-explanatory from 
the tabulation. 

After the foregoing adjustments 
have been applied in the balance sheet 
as of November 30, 1946, the Com- 
pany’s account before refinancing and 
reorganization would be as shown in 
Appendix A [Appendix A omitted 
herein] and as summarized below: 


$4,381,869.15 


52,694.54  1,560,134.55 





$2,821,734.60 
361,502.63 


175,720.05 
94,040 


040.66 
1,741.92 271,502.63 





827,735,61 
23,847.70 


$3,886,399.04 


$1,055,200.00 
(629'147.19) 

$1,621,352.81 

"175,108.19 

8581.45 

4,356.59 


$3,886,399.04 
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It will be noted that after the ad- 
justments of accounts, total utility 
plant will be carried at a net amount of 
$2,984,754.96 and property previously 
included in utility plant held for future 
use at a net amount of $30,475.12 (see 


Appendix A) or a total of $3,015,230.- 
08. This is the same as the value of 
$3,000,000 found by the Commission 
in docket 2-U-2127 plus the net in- 
creases to November 30, 1946, of $15,- 
230.08, computed as follows: 


Value of property as of December 31, 1945 found by Commission 


ES PI See 


$3,000,000.00 


Net increase in electric plant to November 30, 1946: 


INGE STOMETEY AGUIONS 2.cs cc cccccesccccese 


Less— 


Increase in depreciation reserve ........... 
Increase in contributions in aid of construction ................. 


ee I « o vcnntncdssnoeeanen 


Total Commission value plus net increases to November 30, 1946 .. 


The second step in the reorganiza- 
tion plan consists of the refinancing of 
the Company’s long-term debt. There 
are presently outstanding $2,077,000 
of first mortgage 5 per cent bonds, due 
October 1, 1947. These bonds are 
proposed to be called for redemption on 
April 1, 1947, which is the only date, 
prior to maturity, on which the bonds 
may be redeemed. In order to assure 
that funds are available to pay the call 
of the bonds on April 1, 1947, the 
Company, for a standby fee of $4,375, 
has arranged to borrow $1,750,000 
from Harris Trust and Savings Bank, 
Chicago, Illinois, for six months at 3 
per cent interest on an unsecured basis, 
this borrowing to take place if the 
Company shall not have sold its 34 per 
cent first mortgage bonds, 1972 series, 
prior to April 1, 1947. 

To secure funds to retire its present 
bonds (or to pay the loan from Harris 
Trust and Savings Bank in event the 
short-term financing is necessary), the 
Company proposes to issue for cash at 
not less than par (a) $1,750,000 prin- 
cipal amount of first mortgage bonds, 
dated March 1, 1947, maturing March 
1, 1972, and bearing interest at 34 per 
cent per annum and (b) $250,000 


ee ee ee 


eer ert Tre Tr Tere TT $117,354.10 


99,779.20 
2,344.82 


15,230.08 
$3,015,230.08 


principal amount of serial notes, dated 
not earlier than April 1, 1947, and not 
later than April 10, 1947, maturing at 
the rate of $25,000 on October 1, 1947, 
and $25,000 each six months thereafter 
until April 1, 1952, and bearing in- 
terest at the rate of 3 per cent per 
annum. 

The $1,750,000 of bonds are to be 
secured by a first mortgage and deed of 
trust dated March 1, 1947, to Title 
Guarantee and Trust Company, New 
York, N. Y., and Douglas Winquist, 
as trustees. Among other things, the 
indenture provides that, on or before 
the first day of May of each year, be- 
ginning with the year 1952, the Com- 
pany will pay to the corporate trustee 
an amount in cash or in principal 
amount of said bonds of the 1972 
series equivalent to 2 per cent of the 
greatest principal amount of bonds of 
the 1972 series at any one time out- 
standing prior to the May Ist in ques- 
tion. Funds so deposited with the 
trustee are to be applied to retirement 
of bonds of the 1972 series as pro- 
vided in the indenture. 

The bonds are proposed to be sold 
at par through private sale, $350,000 
to Equitable Life Insurance of Iowa, 
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$1,000,000 to Massachusetts Mutual 
Life Insurance Company, and $400,- 
000 to Modern Woodmen of America. 
The 3 per cent serial notes are proposed 
to be sold at par to Harris Trust and 
Savings Bank, Chicago, Illinois. 

The third step in the reorganization 
plan comprises a complete recapitaliza- 
tion of the Company’s capital structure 
and application has been made to Se- 
curities and Exchange Commission for 
approval thereof. The reorganization 
plan will be consummated in accord- 
ance with the direction of that body as 
expeditiously as the necessary author- 
izations may be obtained, although per- 
haps being consummated following the 
issuance of the proposed bonds and 
notes. 

The plan proposes that one share 
of the presently outstanding preferred 
stock will be purchased at par and re- 
tired in order to reduce the number of 
shares of outstanding preferred to the 
number which will permit the exchange 
of outstanding preferred for new com- 
mon stock at the ratio hereinafter set 
forth. It is then proposed that the 
Company’s articles of incorporation 
and bylaws will be amended so as to 
provide 132,800 shares of new com- 
mon stock of the par value of $12 per 
share. The distribution of the new 
common stock as between holders of 
presently outstanding preferred stock 
and the holder of the presently out- 
standing common stock will be made 
in accordance with the order of Securi- 
ties and Exchange Commission. In 
its application to that Commission, the 
Company proposes that (a) 119,520 
shares of the new common stock, or 90 
per cent thereof, be delivered to the 
holders of the presently outstanding 
preferred stock, in exchange for such 
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preferred stock, at the rate of 10 
shares of new common stock for 1 
share of preferred and (b) 13,280 
shares of new common stock, or 10 
per cent thereof, be delivered to the 
holder of, and in exchange for, the 
presently outstanding common stock. 

[1, 2] The prayer of the application 
in this proceeding asks “for such au- 
thority and approval in the form of 
certificates of authority and orders of 
this Commission as may be necessary 
to permit the Company .. . to 
effect a reclassification of its outstand- 
ing capital stock by amending its ar- 
ticles of incorporation and its bylaws 

.” so as to accomplish the reor- 
ganization plan as proposed. 

Since the application was filed in 
this proceeding, the Wisconsin su- 
preme court has handed down its deci- 
sion in Lake Superior District Power 
Co. v. Public Service Commission de- 
cided February 25, 1947, — Wis —, 
26 NW2d 278, 283, holding that no 
fee, as provided by § 184.10(1), Stat- 
utes, was payable on a split-up of com- 
mon stock into a greater number of 
shares without increase in the total par 
value outstanding. In effect, the court 
held that the fee of $1 per thousand dol- 
lars par value of authorized stock ap- 
plied only to original issues of stock 
stating that “consequently, as upon the 
split-up there was no issuance of any 
additional common stock or any 
change in the utility’s existing capitali- 
zation, there was no additional original 
‘issue of securities’ within the meaning 
of that term as used in § 184.10(1), 
Statutes.” 

In the instant proceeding there is 
to be no money, property, or services 
paid into the Company and no increase 
in its total outstanding capital stock. 
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RE WISCONSIN HYDRO ELECTRIC CO. 


Thus, in conformity with the court’s 
decision in the Lake Superior District 
Power Company Case, supra, there is 
no additional original issue of capital 
stock and no fee as contemplated by 
§ 184.10(1) is payable. It seems 
clear, however, that authorization by 
the Commission is required for the 
consummation of the recapitalization 
of the Company as evidenced by the 
following sections of Chap 184: 

Section 184.02 “The power to create 
liens or mortgages on corporate prop- 
erty by public service corporations in 
this state, or to deed such property in 
trust, or to issue capital stock, is a 
special privilege, the right of super- 
vision, regulation, restriction, and con- 
trol of which shall be vested in the 
state, and such power shall be exercised 
according to the provisions of these 
statutes.” 

Section 184.05(1) “Any public 
service corporation desiring to issue 
securities shall file with the Commis- 
sion an application verified by its presi- 
dent or vice president and its secretary 
or assistant secretary (or by the 
signers of its articles of organization 
if it has not yet elected officers), set- 
ting forth: (1) The amount and char- 
acter of the proposed securities; (2) 
the purposes for which they are to be 
issued; (3) the terms on which they 
are to be issued, including a detailed 
description and a detailed statement of 
the value of any property or services 
that are to be received in full or partial 
payment therefor, and of any property 
or services already received by the cor- 
poration, the cost of which is to be 
reimbursed to the corporation by the 
proceeds of such securities; and (4) a 
statement of the assets and liabilities 
of the corporation as of the most re- 


cent available date, together with such 
further financial information as the 
Commission may require.” 

Section 184.06(1) “Upon the con- 
clusion of its investigation, if the Com- 
mission shall find that the proposed is- 
sue complies with the provisions of this 
chapter and that the financial condition, 
plan of operation and proposed under- 
takings of the corporation are such as 
to afford reasonable protection to pur- 
chasers of the securities to be issued, it 
shall issue to the corporation a certifi- 
cate of authority stating: (1) The 
amount of securities reasonably neces- 
sary and the character of the same; 
(2) the purposes for which they are to 
be issued in such detail as the Com- 
mission may deem necessary; and (3) 
the terms on which they are to be sold 
or otherwise disposed of, including a 
description and a determination of the 
value of any property or services to 
be received in partial or full payment 
therefor ; and the corporation shall not 
issue the securities on any other terms 
or for any other purposes than that 
stated in such certificate. : 

It is evident from the statutes cited 
that before a public service corporation 
may issue (i.e., put forth) securities, 
it must first obtain a certificate from 
the Commission authorizing such ac- 
tion. The regulatory power conferred 
on the Commission in accordance with 
which it may grant such authorization 
is not restricted to an original issue 
of capital stock but applies likewise 
to reissues of such capital stock with 
different characteristics, terms, or con- 
ditions. To hold otherwise would set 
at naught the clearly expressed intent 
of the legislature that securities of pub- 
lic service corporations be so regulated 
that they “afford reasonable protection 
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to purchasers” thereof. Obviously, if 
securities once originally issued may 
later be changed without Commission 
authorization so that their terms and 
conditions are different from those 
originally authorized by the Commis- 
sion, then the finding of “reasonable 
protection to purchasers” required by 
statute would be meaningless as that 
protection could be completely elim- 
inated by changes not subject to the 
Commission’s jurisdiction. Accord- 
ingly, we conclude that authority from 
this Commission to issue common 
stock is required to effect the recapital- 
ization of the Company. 
[3] Further, in the instant proceed- 
ing a virtually complete change in 
capitalization is proposed. Presently 
outstanding preferred stock is to be 
converted into common stock, present- 
ly outstanding common stock into a 
less amount in total and per share of 
new common stock, and relative voting 
rights and control of the Company so 


Particulars 


Assets and other debits: 
Net utility plant after deduction of reserves 
and contributions in aid of construction . 
Utility plant acquisition adjustments 
Leased property, less reserves 
Other checeal property less reserves 
Miscellaneous securities 
Current assets— 
Cash 


Tee eee eee eee eee eee) 


U. S. Government securities 
Other 


Total current assets 


Deferred charges 


Total assets and other debits 
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completely redistributed that the pres- 
ent preferred stockholders become the 
controlling interest rather than the 
present common stockholder. We con- 
sider this to be a reorganization of the 
Company subject to the provisions of 
§ 196.79, Statutes, which provides that 
reorganizations of public utilities “shall 
be subject to the supervision and con- 
trol of the Commission, and no such 
reorganization shall be had or given 
effect without the written approval of 
such Commission.” Hence, in addition 
to authorization to issue securities un- 
der Chap 184, approval of the reorgan- 
ization is required under § 196.79, 
Statutes. 

There is now presented a condensed 
balance sheet of the Company giving 
effect to the accounting adjustments 
and to the refinancing and reorganiza- 
tion as proposed. Further classifica- 
tion of the amounts shown herein is 
available in Appendix A. [Appendix 
omitted. ] 











Amounts after Pro Forma 
Accounting Reorganization after Re- 
Adjustments Entries organization 
$2,911,734.60 _ $2,911,734.60 

020.36 -- 73,020.36 

9, 788.12 — 9,788.12 

39, 337.65 — 39,337.65 

935.00 — 935.00 
397,230.64  $2,000,000.00 (1) 
(2,077,000.00) (2) 

(100.00) (3) 320,130.64 

301,025.00 —_ 301,025.00 

129,479.97 a 129,479.97 

827,735.61 (77,100.00) 750,635.61 

23,847.70 — 23,847.70 

$3,886,399.04 ($77,100.00) $3,809,299.04 
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Liabilities and other credits : 
Capital stock equity— 

Common stock, 132,800 shares 
Oe oe icveavndsctadaceae 

Common stock, 10,552 shares 
$100 stated value per share ............ 

Preferred stock, 11,953 shares 
$100 par per share 


Capital surplus 


Earned surplus 


Total capital stock equity ....... 
First mortgage 5% bonds, due 1947 
First mortgage 38% bonds, due 1972 
Serial notes, 3% 
SN CD on. 0-0 ind gncnalina eam eee okeos 
Customers’ advances for construction 
Miscellaneous reserves 


Total liabilities and other credits ............ 


() Denotes red figure. 


Upon the completion of the proposed 
refinancing and reorganization, the 


Common stock equity: 
Par value 
Capital surplus 


: Total 
First mortgage bonds 
Serial notes 


Total net plant after deduction of reserves and contributions 


Per cent bonds of net plant 
Per cent bonds and notes of net plant 

[4, 5] The debt ratios are higher 
than desirable, especially in relation 
to net utility plant which, in essence, 
is the net bondable property of the 
Company. The rather marked vari- 
ance between the ratio of debt to total 
capitalization and to net bondable prop- 
erty is due primarily to the existence 
of $575,528 of current assets in ex- 
cess of current liabilities which are 
represented in total capitalization but 
not in bondable property. This amount 








— $1,593,600.00 (4) $1,593,600.00 
$1,055,200.00  —(1,055,200.00) (4) — 
1,195,300.00 (1,195,200.00) (4) 
(100.00) (3) a 
— 656,800.00 (4) 
(629,147.19) (5) 27,652.81 
(629,147.19) 629,147.19 (5) — 
1,621,352.81 (100.00) 1,621,252.81 
2,077,000.00  (2,077,000.00) (2) _ 
—_ 1,750,000.00 (1) —1,750,000.00 
_ 250,000.00 (1) 250,000.00 
175,108.19 - 175,108.19 
8,581.45 _ 8,581.45 
4,356.59 ~ 4,356.59 
$3,886,399.04 (77,100.00) $3,809,299.04 





following capitalization ratios would 
result : 
% of 
Amount Total 
ssasiite aisle Adora hla ie tlie od $1,593,600 44.01 
palialen dean aetaice aims aad 27,653 76 
Vendideseaewssae wars $1,621,253 44.77 
cicaaencaea each 1,750,000 48.33 
DRE SAO Ae ee ee 250,000 6.90 
AE ie ee oe ee $3,621,253 100.00 
After 
$400,000 
As of of Net 
Nov. 30, 1946° Additions 
Si ieee $2,911,735 $3,311,735 
eaekeemedaeeagaes 60.10% 52.84% 
satwebehuddaskoousas 68.69% 60.39% 


of net current assets is substantially in 
excess of working capital required for 
operating purposes. The latter may 
be estimated approximately as the in- 
vestment in materials and supplies plus 
about one-sixth annual operation and 
maintenance expenses. At November 
30, 1946, materials and supplies in- 
ventory was $82,033 and one-sixth of 
the operation and maintenance ex- 
penses for the twelve months ended 
that date aggregated $93,046, making 
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a total indicated working capital re- 
quirement of $175,079. Thus, at No- 
vember 30, 1946, the net current assets 
of the Company were about $400,000 
in excess of the amount necessary for 
operating purposes. This means that 
the Company on that date had about 
$400,000 available for future construc- 
tion. Although the application in this 
proceeding is silent as to prospective 
property additions, the Commission is 
satisfied from collateral information in 
its files that the amount of $400,000 
will be needed for construction pur- 
poses. 

In view of the high ratio of debt to 
bondable property which will result on 
completion of the proposed refinancing, 
it is our conclusion that the first $400,- 


Gross revenues 


Operation 
Maintenance 
Depreciation 
Operating taxes 
Income taxes, state and Federal 


Total operating expenses 


Net operating income 
Other income (net) 


Gross income 
Income pny oy 


Interest on 5% bo 
Interest on 38% . 


Testorest cmp 39H MOkES 2. cccccccccccccccccecs 


Amortization of debt discount and expense 


Amortization of acquisition ee ($15,000) and 


nonoperating property ($5,000 
Miscellaneous deductions 


Total income deductions 


Net income 


The gross income of the Company 
available for interest and dividends and 
the net income, as reported in the an- 
nual reports to this Commission, was 
as follows for the years 1940 to 1945, 
inclusive : 
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eee eee eee ee 


eee tweens 


eee eee eee ee eee ee eee eeeeeeeeeeeeee 


000 of net property additions made 
subsequent to November 30, 1946, 
should be made subject to the lien of 
the proposed bonds and made unavail- 
able for the issuance of any additional 
bonds under the indenture securing 
said bonds. Further, in order that 
current funds on hand remain available 
for construction, the certificate herein 
will provide that no dividends shall be 
paid pending the completion of the re- 
organization of the Company. 

The income of the Company avail- 
able for interest and dividends based 
on operations for the twelve months 
ended November 30, 1946, both on an 
actual and pro forma basis, as shown 
by statements filed with its application, 
was as follows: 


Actual Pro Forma 


Liat danin $1,111,338 $1,111,338 
eee 521,566  —«521,566 
< cv cidammnneneiaded 36,713 36,713 
acuuhedeewnenemeet 121,829 121,829 
.ceGneheecuekeenes 93,742 93,742 
KéMmmenmade tated. 97,033 112,500 
sear ase eta otk Bandara 870,883 886,350 
eal aceanbepueke nade 240,455 224,988 
icuwkeeseaideneaain 12,359 12,359 
deka keneaneeee 252,814 237,347 
pebeensseuniebeanas 103,850 - 
sdessuaneinadesess — 54,688 
deaenedeeseetkassees — 7,500 
ipeinianeueesenese 12,016 _ 
See ree — 20,000 
avatecneasseenewes 2,821 2,821 
ps eitesdeseie winent 118,687 85,009 
daderanmidnGbedanewd $134,127 $152,338 
Gross Net 
Year Income Income 
Ree $192,118 $74,076 
Gee eeiieca match bot 216,948 99,875 
Serer 182,190 63,907 
: Sécksenunanstuens 184,904 65,661 
DE dackasctindwesees 217,215 98,831 
Dl. cindntcarestuaaees 270,312 151,613 
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The past record of earnings shows 
reasonable coverage of the $54,688 an- 
nual interest on the proposed bonds and 
$7,500 initial annual interest on the 
proposed notes. On a pro forma basis 
for the twelve months ended November 
30, 1946, the coverage would be 4.3 
times bond interest and 3.8 times bond 
and note interest combined. 

The net income of the Company on a 
pro forma basis for the twelve months 
ended November 30, 1946, was $152,- 
338, which is equal to 9.4 per cent on 
the total pro forma stock equity of 
$1,621,253. The immediate past six 
years of operation have shown net in- 
come varying from approximately 
$64,000 to $152,000, which amounts 
are before the reduction in interest 
charges associated with the bond re- 
financing and would be somewhat 
higher on a pro forma basis. 

Consideration being given the en- 
tire reorganization plan of the Com- 
pany, involving the restatement of its 
balance sheet, the refinancing of debt, 
and the changes in its capital structure, 
we believe the necessary findings may 
be made and the proper authorizations 
granted as provided by statute. How- 
ever, the certificate of authority to is- 
sue securities granted herein will re- 
quire that all the adjustments of the 
Company’s accounts, as set forth in 
Appendix B hereof, shall be recorded 
on the Company’s books before the 
issuance of any of the securities herein 
authorized to be issued. 

The Commission finds : 

1. That the adjustments of the ac- 
counts of the Company, as set forth 
in Appendix B [omitted herein] here- 
of, are reasonable and proper and 
should be recorded on its books. 

2. That the proposed issues of (a) 


$1,750,000 of first mortgage bonds, 
34 per cent series, due 1972, (b) 
$250,000 of serial notes, and (c) 132,- 
800 shares of common stock of the par 
value of $12 per share, making a total 
issue of $1,593,600, comply with the 
provisions of Chap 184, Wisconsin 
Statutes. 

3. That the financial condition, plan 
of operation, and proposed undertak- 
ings of the Company are such as to af- 
ford reasonable protection to the pur- 
chasers of the securities to be issued. 

4. That the reorganization of the 
Company is consistent with the pub- 
lic interest as contemplated by § 196.- 
79, Statutes. 

5. That the terms, conditions, and 
requirements specified in the certificate 
hereinafter set forth are reasonably 
necessary to protect the public interest. 


Certificate 


It is therefore hereby certified : 

That Wisconsin Hydro Electric 
Company be and is hereby authorized 
to issue (a) $1,750,000 principal 
amount of first mortgage bonds, dated 
March 1, 1947, maturing March 1, 
1972, bearing interest at 34 per cent 
per annum, payable semiannually, se- 
cured by a first mortgage and deed of 
trust, dated March 1, 1947, to Title 
Guarantee and Trust Company and 
Douglas Winquist, Trustees, and sub- 
ject to a sinking-fund provision pur- 
suant to which an amount of said 
bonds equal to 2 per cent of the great- 
est amount thereof previously out- 
standing shall be retired annually com- 
mencing on May 1, 1952; (b) $250,- 
000 principal amount of 3 per cent 
serial notes, dated not earlier than 
April 1, 1947, and not later than April 
10, 1947, and maturing at the rate of 


68 PUR(NS) 





$25,000 on October 1, 1947, and $25,- 
000 on each April 1st and October Ist 
thereafter until April 1, 1952; and (c) 
132,800 shares of common stock of the 
par value of $12 per share, making a 
total par value of $1,593,600; subject, 
however, to the following terms, con- 
ditions, and requirements : 

1. That said $1,750,000 of first 
mortgage bonds and $250,000 of serial 
notes shall be issued and sold for 
money only and at not less than the par 
value thereof and the funds derived 
therefrom shall be applied to the pay- 
ment and retirement of $2,077,000 of 
first mortgage 5 per cent bonds, due 
October 1, 1947, or in payment of any 
short-term loans which may be entered 
into in connection with the redemption 
of said 5 per cent bonds. 

2. That the first $400,000 of net ad- 
ditions to bondable property made sub- 
sequent to November 30, 1946, shall 
be subject to the lien of the mortgage 
bonds herein authorized and such prop- 
erty additions shall not be used for the 
purpose of obtaining the issuance of 
any additional bonds under the inden- 
ture securing said bonds. 

3. That said $1,593,600 par value 
of common stock shall be issued at not 
less than the par value thereof in ex- 
change for (a) 11,952 shares of 6 per 
cent preferred stock presently outstand- 
ing, having a total par value of $1,- 
195,200, including all rights or claims 
to accumulated unpaid dividends there- 
on and (b) 10,552 shares of common 
stock presently outstanding having a 
total stated value of $1,055,200. 

4. That, upon the issuance of said 
$1,593,600 par value of common stock 
as aforesaid, the presently outstanding 
11,953 shares of preferred stock, in- 
cluding one share of said preferred 
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stock to be acquired for cash, and 10,- 
552 shares of presently outstanding 
common stock shall be retired and can- 
celed to the end that the total capital 
stock authorized to be issued and out- 
standing by this Commission shall not 
exceed said $1,593,600 par value of 
common stock. Thereupon the reduc- 
tion of the total par or stated amount 
of capital stocks outstanding, amount- 
ing to $656,800, shall be credited to 
Account 270, Capital Surplus, and 
there shall be appropriated from such 
capital surplus and credited to Account 
271, Earned Surplus, such amount as 
will be equal to the deficit in Account 
271 after making the adjustments re- 
quired by condition (5) hereof. Any 
balance then remaining in Account 
270, Capital Surplus, shall not be avail- 
able for the payment in cash of any 
dividends on common stock. 

5. That the adjustments of accounts 
as set forth in Appendix B [omitted 
herein] attached hereto and made a 
part hereof, shall be recorded in the 
books of account of the corporation, 
and verified copies of the entries re- 
cording such adjustments filed with the 
Commission before the issuance of any 
of the securities herein authorized to 
be issued; provided that the amount 
of such adjustments may be modified 
to give effect to changes arising from 
normal accounting routines from No- 
vember 30, 1946, the date of the ad- 
justments listed in Appendix B, to the 
date of the actual recording of the ad- 
justments on the books. 

6. That, commencing with the cal- 
endar year 1947, the Company shall 
(a) charge Account 537, Miscellane- 
ous Amortization, with the amount of 
$15,000 per year until the remaining 
balance of $73,020.36 included in Ac- 
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count 104, Utility Plant Acquisition 
Adjustments, is completely amortized 
and (b) charge Account 537, Miscel- 
laneous Amortization, and credit Ac- 
count 253, Reserve for Depreciation 
and Amortization of Other Property, 
with the amount of $5,000 per year 
until the net book value of $40,475 of 
property previously carried in utility 
plant held for future use shall have 
been reduced to estimated realizable 
value. 

7. That, pending the completion of 
the reorganization and recapitalization 
of the corporation as set forth herein, 
Wisconsin Hydro Electric Company 
shall not pay, or accrue for payment, 
dividends on any of its capital stock. 

8. That Wisconsin Hydro Electric 
Company shall file with the Commis- 
sion not later than thirty days after the 


issuance of the securities herein au- 
thorized, or any of them, a verified re- 
port showing the facts in relation to 
such issuance and the disposition of 
the proceeds therefrom together with 
two conformed copies of the mortgage 
and deed of trust securing the bonds 
to be issued. 

9. That Wisconsin Hydro Electric 
Company shall not issue the securities 
herein authorized or receive any money 
therefor, either directly or indirectly, 
until this certificate shall have been 
recorded upon the books of the corpo- 
ration. 

10. Jurisdiction is retained pending 
the completion of the recapitalization 
and reorganization as authorized here- 
in to issue such further order in the 
premises as may be necessary or appro- 
priate. 








SECURITIES AND EXCHANGE COMMISSION 


Re The United Corporation 


File Nos. 54-33, 59-25, Release No. 7191 
February 10, 1947 


PPLICATION for modification of order requiring stockholder 
A approval of conversion by holding company to an invest- 
ment company; modification allowed but jurisdiction reserved to 

require vote if necessary. 


Corporations, § 15.2 — Stockholder vote — Elimination of holding company — 
Change to investment company. 


The Commission, in passing upon an application for modification of an 
order requiring stockholder approval of a holding company’s plan to become 
an investment company, so as to eliminate the necessity of a favorable vote 
by preferred stockholders, ruled that a vote limited solely to common stock 
would not be inconsistent with the principles governing the previous require- 
ments, since the company had retired 54 per cent of the preferred stock 
and hoped to complete its retirement soon, but the Commission retained 
jurisdiction to require a further vote of stockholders if the situation should 
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change so materially as to require such a vote before the holding company 


ceased to be a holding company. 


APPEARANCES: Richard Joyce 
Smith, of Whitman, Ransom, Coulson 
& Goetz, and John J. Burns, of Burns, 
Blake & Rich, for The United Cor- 
poration; Randolph Phillips, pro se; 
William R. Nowlin, for the Public 
Utilities Division of the Commis- 
sion. 

By the Commission: On January 
9, 1947, The United Corporation 
(“United’’), a registered holding com- 
pany, filed an application requesting 
that we modify, in the respect noted 
below, our findings and opinion is- 
sued on August 14, 1943, pursuant to 
§§ 11(b)(2) and 11(e) of the Public 
Utility Holding Company Act of 1935, 
15 USCA § 79k(b)(2), (e) (“the 
Act”). After appropriate notice, we 
held oral argument on February 3, 
1947, at which counsel for United ap- 
peared in support of the application 
and Randolph Phillips, a common 
stockholder, urged that we either dis- 
miss the application or direct that 
hearings be held thereon. 

In our earlier opinion, we found that 
United performed no useful function 
with respect to its subsidiaries and that 
its corporate existence was an unneces- 
sary complexity in the holding compa- 
ny system of which it is a part. We 
also found that the corporate structure 
of United unnecessarily and inequita- 
bly distributed voting power between 
United’s common stock and the system 
securities generally as well as between 
United’s preferred and common stock. 
We were of the opinion that dissolu- 





1Re The United Corp. (1943) 13 SEC 854, 
5@ PUR(NS) 212. 
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tion of United was appropriate, but in 
the light of United’s expressed desire 
to become an investment company, we 
withheld entry of an order of dissolu- 
tion at that time and merely ordered 
that United cease to be a holding com- 
pany and correct its inequitable dis- 
tribution of voting power through re- 
capitalization on a one-stock basis. 
With respect to United’s stated inten- 
tion to become an investment company 
we said (13 SEC 854, at 899, 900, 50 
PUR(NS) at pp. 252, 253): 

“Abandonment of United’s present 
business as a public utility holding 
company and embarking upon a new 
type of business, whether that of in- 
vestment company or any other type 
of business, involves a drastic change 
in the activities of the company. 
Such a change will devote the funds 
which security holders have invest- 
ed to a purpose different from that 
for which they were contributed. It 
would seem necessary that United 
should consult its security holders be- 
fore embarking on such a program. 
In the light of the existing maldistribu- 
tion of voting power and for other rea- 
sons, we believe no such program 
would be fair which does not require 
majority approval either of the present 
preferred and common stock voting by 
classes, or of the new common stock, 
should United choose to recapitalize on 
a one-stock basis before seeking stock- 
holder approval of the proposed new 
venture. The literature soliciting such 
approval would, of course, be subject 
to our scrutiny.” 

The present application asks us to 
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“modify” the above-quoted finding so 
as to eliminate the necessity of a favor- 
able vote by a majority of the preferred 
stockholders voting as a class on a pro- 
gram to become an investment compa- 
ny which United states it has formulat- 
ed and which it proposes to submit for 
the approval of common stockholders 
at an annual meeting to be held on 
April 9, 1947. United states that 
since August 14, 1943, supra, it has 
retired about 54 per cent of its $3 cum- 
ulative preference stock and that it 
hopes to complete the retirement of 
the balance within the next twelve 
months. In view of this prospective 
retirement of the preferred stock, Unit- 
ed urges that it is appropriate that any 
vote on its proposed plan be limited to 
the common stockholders only. 

United has not filed with us the pro- 
gram which it proposes to submit to its 
common stockholders, nor have we 
been informed of the contents of such 
program. The program, we are told, 
will be filed with us pursuant to Rule 
U-62 in the event this application is ap- 
proved. So far as we have been able 
to determine, United wishes to obtain 
an expression of the views of its stock- 
holders as to whether it should embark 
upon a program for future operations 
of the company after it has ceased to 
be a holding company and after all of 
its presently outstanding preferred 
stock has been retired or provision 
made for its retirement in accordance 
with our order of August 14, 1943. 
As we indicated in our findings and 
opinion accompanying that order, fair- 
ness would require that stockholder 
approval precede any drastic change in 
the activities of the company. 

While we agree with United’s prem- 
ise that stockholder approval should 


be limited to the class of stock- 
holders which will have an interest 
in the company after the proposed 
change is to take place, we see no ne- 
cessity for a formal or technical “modi- 
fication” of the 1943 findings and 
opinion. That opinion was intended 
to indicate that before United might 
embark upon a new type of enterprise 
in succession to its moribund holding 
company activities, holders of shares, 
of whatever class, representing invest- 
ment that would be carried over into 
the new enterprise should, in fairness 
to them, have an opportunity to vote 
on the proposed change in the char- 
acter of the company’s operations. 
The description in that opinion of the 
class vote that might be required was 
merely illustrative of that principle in 
circumstances where both preferred 
and common would participate in the 
projected investment company. That 
illustration did not specifically refer, 
nor does it apply, to the situation which 
forms the basis for the present pro- 
posal. It now appears that the pre- 
ferred stock is to be retired or provi- 
sion made for its retirement before any 
substantial change in operations is un- 
dertaken. In such a situation, if the 
proposal for continued modified opera- 
tions after compliance with the Act 
can be plainly forecast, we believe that 
a vote limited solely to the common 
stock would not be inconsistent with 
the principles governing the require- 
ments stated in our previous findings 
and opinion. 

The application now before us does 
not provide information essential to 
any conclusive decision whether such a 
vote taken at this time would satisfy 
the requirements of fairness. How- 
ever, United proposes to seek such a 
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vote at its forthcoming annual meeting 
of stockholders and, admittedly, the 
purpose of this application is to aid in 
clearing the way for the taking of such 
a vote. 

United claims that before embark- 
ing upon the proposed new venture, 
there are extensive preparations and 
preliminary arrangements that must be 
made and that its management cannot 
intelligently proceed with the making 
of such preparations, unless there is at 
least a reasonable assurance that the 
new venture will actually be undertak- 
en. United further claims that it is 
therefore appropriate and necessary to 
ascertain the sentiments of the common 
stockholders, as soon as it can be prop- 
erly done, so that United may be guid- 
ed thereby in its determination wheth- 
er to make these necessary prepara- 
tions. This, as we understand it, is the 
purpose of the proposed vote. 

There appears to us to be sufficient 
substance to these contentions to jus- 
tify the management’s endeavor to ob- 
tain an indication of the common stock- 
holders’ present views on the subject. 

As to the significance of such a vote, 
however, two difficulties confront us. 
In the first place, there is the question 
whether the facts that can now be dis- 
closed to such stockholders will be ade- 
quate to permit them to make an in- 
formed judgment concerning the 
advisability of entering upon the new 
venture. Secondly, there exists the 
possibility that conditions may ma- 
terially change before United has 
ceased to be a public utility holding 
company. 

As to the first of these questions, we 
are not presently called upon to ex- 


press any opinion. United states that 
it will be prepared to submit to us the 
material to be furnished to the stock- 
holders under the provisions of Rule 
U-62. When this is done, we shall 
have before us this precise question and 
will pass upon it in the light of the ma- 
terial so furnished and the facts set 
forth therein. At that time we shall 


also have to consider whether the pro- - 


posed program or any part thereof re- 
quires consideration and approval by 
us under § 11 or other statutory provi- 
sions prior to the taking of a stock- 
holder vote. 

As to the second question, it is ob- 
viously impossible to draw any final 
conclusions until United has at least 
substantially completed the steps nec- 
essary to cease to be a holding compa- 
ny in compliance with our previous 
order. Only when that has occurred, 
will we be in a position to know the 
extent and nature of the changes re- 
sulting from such compliance. Ac- 
cordingly, nothing said herein should 
be construed as precluding us from 
requiring another vote of stockholders 
if, at or about that time, it appears to 
us that the situation has so materially 
changed that fairness requires that the 
stockholders be afforded a further op- 
portunity to vote on the proposed pro- 
gram at that time. 

It should further be emphasized that 
we retain full power to enforce compli- 
ance by United with our findings, opin- 
ion, and order of August 14, 1943, 13 
SEC 854, 50 PUR(NS) 212, under 
all applicable provisions of the Act, in- 
cluding the possible issuance of a dis- 
solution order or the imposition of ap- 
propriate terms and conditions. And 





2In this connection we note that United’s 
counsel stated at the oral argument: “The 
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RE THE UNITED CORPORATION 


it should be pointed out that if a stock- 
holder’s vote is taken, such vote will 
not deprive the stockholder of any of 
his rights with respect to any plans 
which United may file under the Act 
for the purpose of complying with such 
findings, opinion, and order. 

To summarize briefly, while we see 
no objection to limiting a vote to com- 
mon stockholders, we express no opin- 
ion as to the possibility of adequately 
presenting the facts and issues to the 
stockholders at the time, and will pass 
upon that issue in connection with an 
appropriate declaration under Rule U- 


62 ; and, if a vote is taken at this time, 
we expressly reserve full authority to 
require another vote if conditions ma- 
terially change before United ceases to 
be a public utility holding company 
and, as a result of such changed condi- 
tions, it appears to us that fairness re- 
quires another vote of stockholders at 
that time. 

We have considered the contentions 
made by Phillips in his letter and in 
oral argument and, except to the ex- 
tent indicated herein, we find them to 
be without substance. 
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Re Middle West Corporation et al. 


File No. 54-81, Release No. 7078 
- December 18, 1946 


PPLICATION by holding companies for authority to employ 
A securities dealers to solicit exchanges of securities provided 
in plan approved under § 11(e) of the Holding Company Act; 





: granted. 

y Security issues, § 111 — Solicitation of exchanges — Employment of solicitors. 

le Authority to employ securities dealers to solicit exchanges of publicly held 

D- preferred stock of holding companies for common stock of a new company 

= was granted where this was designed to facilitate consummation of a merger 
plan approved pursuant to § 11(e) of the Holding Company Act, 15 USCA 
§ 79k(e), where the exchange of a large percentage of the stock would 

at have a direct bearing on the price which might be bid for new common 

li- required to be sold to retire unexchanged preference stock, where the 

n- greater the number of exchanges, the less common stock would have to 

13 be underwritten and the lesser degree of risk would be reflected in a higher 

| bid, where the securing of a satisfactory price was essential to the fairness 

onl and feasibility of the plan, and where the proposed dealers’ commission was 

- reasonable. 

is- » 

ip- 

nd the application doesn’t take away one single Act, to be done prior to our being judicially, 

— power of this Commission to impose condi- by this Commission, declared no longer to be 

ym- tions or do anything that is required in its a holding company.” 

+ of best judgment, in the administration of the 





Viim 


[2] 
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APPEARANCES: George Roberts, 
of Winthrop, Stimson, Putnam & 
Roberts, New York city, for Central 
and South West Utilities Company 
and American Public Service Com- 
pany; Ralph D. Stevenson, Chicago, 
Illinois, for The Middle West Cor- 
poration; Stephen S. Bernstein, of 
McLaughlin & Stern, New York city, 
for common stockholders committee; 
Samuel Mehlman, New York city, for 
himself and other preferred stockhold- 
ers of Central and South West Utili- 
ties Company; Jerome M. Alper, for 
the Public Utilities Division of the 
Commission. 

By the Commission: The Middle 
West Corporation (“Middle West”), 
its subsidiary, Central and South West 
Utilities Company (“Central”), and 
the latter’s subsidiary, American Pub- 
lic Service Company (“American”), 
all of whom are registered holding 
companies, have filed a joint declara- 
tion requesting authority to employ 
securities dealers to solicit exchanges 
of the publicly held preference stocks 
of Central and American (i. e., Cen- 
tral’s $7 prior lien and $7 preferred 
stocks and American’s 7 per cent pre- 
ferred stock) for common stock of a 
new company, Central and South 
West Corporation. The solicitation 
is proposed for the purpose of imple- 
menting a plan of reorganization filed 
pursuant to § 1l(e) of the Public 
Utility Holding Company Act of 1935, 
15 USCA § 79k(e) (“the Act”) and 
approved by us on April 30, 1946,? 
and by the United States district 


court for the district of Delaware on 
June 19, 1946.? 

The plan provides for the merger of 
Central and American into the new 
company and for the reclassification of 
the preference and common stocks of 
Central and American into a single 
class of common stock in the new com- 
pany. The plan further provides, in 
substance, (1) for a cash payment to 
the publicly held preference stocks of 
Central and American, or at the option 
of the holder, for the exchange of such 
preference stocks, on the basis of such 
cash payments, for new common stock 
at the price established for such new 
common stock as is offered at competi- 
tive bidding to provide the funds re- 
quired to retire the unexchanged 
preference stocks, and (2) for the dis- 
tribution to public holders of Central’s 
common stock of their pro rata share 
(38.96 per cent) of the remaining new 
common.* The plan provides that 
Middle West will exchange all of its 
holdings of preference stocks of Cen- 
tral and American for the new com- 
mon. 

After appropriate notice, the decla- 
ration was set down for hearing and 
argument before the Commission. No 
testimony was taken and, in reaching 
our conclusions, we have relied only 
on the documents in the record and on 
those facts presented at the hearing 
and argument as to which there was no 
disagreement by the parties. 


The Proposed Solicitation 
The declaration states that Central 
proposes to mail a letter, on or about 





1 Holding Company Act Release No. 6606, 
64 PUR(NS) 321. 

2In Re Central & S. W. Utilities Co. 66 
PUR(NS) 166, 66 F Supp 690. 

8 The public holders of Central’s common 
stock will also receive additional new com- 
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mon in settlement of certain claims asserted 
against Middle West. For a detailed state- 
ment of the plan, see our opinion approving 
it (1946) Holding Company Act Release No. 
6606, supra, note 1. 
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RE MIDDLE WEST CORPORATION 


December 30, 1946, to the public hold- 
ers of the preference stocks, notifying 
those holders who desire to exchange 
their shares for new common to de- 
posit their stock certificates with one 
of the designated exchange agencies 
prior to the close of business on Jan- 
uary 17, 1947, Central reserving the 
right to extend the exchange period 
for not exceeding four days. The de- 
posits are to be irrevocable; however, 
if the merger provided for in the plan 
of reorganization does not become 
effective by February 17, 1947, the 
deposited certificates will be returned 
promptly to depositors, unless we au- 
thorize their further retention.* On 
January 17, 1947, Central proposes to 
invite bids pursuant to our competitive 
bidding rule (Rule U-50) for the pur- 
chase of sufficient shares of new com- 
mon to raise the funds required to re- 
tire the unexchanged preference 
stocks. Such bids would be opened 
on January 27, 1947. Since Central 
proposes that the stock be publicly of- 
fered by underwriters on January 30, 
1947, it has requested that the hearing 
on the price and spread be held on Jan- 
uary 27 or 28, 1947, and that we enter 
our order on or before the latter date. 

Central further proposes, in order to 
facilitate the exchange of the publicly 
held preference stocks for new com- 
mon, to enter into a “best-efforts” 
agreement with Lehman Brothers and 
Lazard Freres & Co., who will form 
and manage a group of securities deal- 
ers to solicit exchanges. Central will 
pay such dealers (including the man- 


agers) compensation of $1.75 per 
share on exchanges they procure of 
Central’s $7 prior lien stock and 
American’s 7 per cent preferred stock 
and $3.25 per share on exchanges of 
Central’s $7 preferred, with the under- 
standing that if the contemplated 
merger of Central and American is 
not effected the compensation will be 
reduced by one-half. No compensa- 
tion will be paid to the managers of 
the dealers’ group for their services as 
managers, but Central will reimburse 
them for reasonable out-of-pocket ex- 
penses, including fees and expenses of 
counsel. 

Copies of the letter of solicitation to 
be sent by Central to the public holders 
of the preference shares, the letter of 
transmittal to be executed by holders 
accepting the exchange offer, the pro- 
posed agreement between Central and 
the managers of the dealers’ group, 
and the proposed agreement between 
the managers and the soliciting deal- 
ers, have been filed. 

In urging the approval of the pro- 
posed solicitation program, declarants 
point out that the exchange of a large 
percentage of the preference stocks has 
a direct relation to the sale at a satis- 
factory price of the shares of new com- 
mon stock required to be sold to retire 
the unexchanged shares ® and that an 
orderly arrangement for the organiza- 
tion of securities dealers and the pay- 
ment of compensation to them will 
greatly facilitate such exchanges. In 
this connection, it may be noted that 
as of November 25, 1946, there were 





#It is stated that, if the plan is consum- 
mated, new common stock will be mailed to 
the depositors about March 1, 1947. 

5 No compensation will be paid in connec- 
tion with the exchange of preference shares 
to be made by Middle West. 
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6 The aggregate amount payable to the pub- 
licly held preference stocks is approximately 
$25,000,000, at December 31, 1946. 
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7,648 public holders of the Central 
and American preference stocks, re- 
siding in almost every state of this 
country as well as in foreign countries, 
and of these holders 5,363 held. from 
1 to 10 shares.” 

The declarants stated that they fixed 
the compensation proposed to be paid 
to the soliciting dealers with the in- 
tention of securing the benefit of the 
dealers’ codperation at a reasonable 
cost. Such compensation was fixed at 
approximately 14 per cent of the face 
amount of the preference stocks to be 
solicited for exchange. 

Under the circumstances, we have 
determined to permit the declaration, 
including the payment of compensation 
and expenses to the dealers’ group, to 
become effective. The declaration is 
designed to facilitate consummation of 
a plan which we and the district court 
have approved. The exchange of a 
large percentage of the publicly held 
preference stocks has a direct bearing 
on the price which may be bid for the 
new common required to be sold to re- 
tire the preference stocks which are 
not submitted for exchange. The 
greater the number of exchanges, the 
less common stock will have to be un- 
derwritten, and the lesser degree of 
risk should be reflected in a higher bid. 
And since, as more fully pointed out 
later, the securing of a satisfactory 
price is essential to the fairness and 
feasibility of the plan, reasonable ex- 
penditures incurred in the solicitation 


of such exchanges are proper. Cf. Re 
Cities Service Co. (1942) 11 SEC 
943, 958 et seq. We do not find the 
amount of the proposed dealers’ com- 
missions to be ‘unreasonable. The 
larger compensation to be paid dealers 
on exchanges they procure of Central’s 
$7 preferred stock appears to be war- 
ranted in the light of the higher 
amount payable on such stock, which 
results from large accumulated and 
unpaid dividend arrearages.® 

Our order will provide that no com- 
pensation shall be paid to the managers 
of the dealers’ group or to the dealers 
participating in the group in respect 
of exchanges on preference stocks 
beneficially owned by either the man- 
agers or any of the participating deal- 
ers. We shall reserve jurisdiction to 
pass on the reasonableness of such ex- 
penses and fees (other than the deal- 
ers’ commissions noted above) as may 
be payable in connection with the solic- 
itation, including the managers’ ex- 
penses and attorneys’ fees. 

We do not believe it necessary in 
the instant case to prohibit the man- 
agers and participating dealers from 
engaging in the purchase and sale of 
the securities of the declarants or of 
the new company or from rendering 
investment advice with respect to any 
such securities, and our order will 
exempt both the managers and the 
dealers from the provisions of Rule 
U-62(g).® Our order will also pro- 
vide for such additional exemption 





7 To the extent that certain of these stock- 
holders may hold more than one class of the 
preference stocks, the figures noted in the 
text may be overstated. 

8 At December 31, 1946, the amount paya- 
ble, including unpaid dividend arrearages, on 
Central’s $7 preferred is $222.375, on its $7 
prior lien preferred is $120.875 and on Ameri- 
can’s 7 per cent preferred is $129.25. 
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® Rule U-62 (g), in substance, prohibits any 
persons making a solicitation in connection 
with a reorganization to buy or sell or give 
investment advice with respect to securities 
of a company in reorganization, or of any of 
its subsidiary or associate companies. 
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RE MIDDLE WEST CORPORATION 


from Rule U-62 as is appropriate in 
the light of our findings herein. 

Our order will also provide for an 
extension of time of sixty days in 
which the transactions proposed in 
the plan may be consummated. Our 
initial order approving the plan re- 
quired its consummation within sixty 
days of court approval. By subse- 
quent orders, however, we extended 
to October 19, 1946, and, later, to 
December 19, 1946, the time within 
which consummation was to be effect- 
ed. 


Objections of Holders of Central’s 

Common Stock 

The committee representing the 
public holders of Central’s common 
stock contends that unfavorable 
changes have occurred in market and 
underwriting conditions since the plan 
was approved, and that consummation 
of the plan on the basis of current 
market conditions would result in un- 
fair treatment of the public holders of 
Central’s common. The committee 
further asserts that consolidated earn- 
ings of the new company for 1946 
which they now estimate at $9,000,- 
000 * substantially exceed the esti- 
mates we had before us when we ap- 
proved the plan, that because of the 
increased earnings the new company 
will be in a position to pay an annual 
dividend on the new common in ex- 
cess of the 70 cents per share as pro- 
posed, and that, if the larger dividend 
were proposed, it is more likely that 
the price received at competitive bid- 
ding would be such as to make the 
plan fair and equitable. The com- 
mittee requested an additional hearing 
for the purpose of offering evidence in 





10 Central states that this estimate should be 


$8,500,000 
21 


support of these assertions. The com- 
mittee has also stated that adequate 
notice and opportunity for hearing 
with respect to the price offered pur- 
suant to competitive bidding will not 
be afforded to interested persons under 
the time schedule proposed by the de- 
clarants. 

As we have pointed out, the number 
of shares of new common to be re- 
ceived by holders of the preference 
stocks who elect the exchange option, 
as well as the number of shares of new 
common that will have to be sold to 
provide funds for the cash payments 
to the unexchanged preference shares, 
will depend upon the price received for 
the shares offered at competitive bid- 
ding. This price will, in turn, also 
bear directly on the participation of 
the public holders of Central’s com- 
mon stock for they are to receive a 
pro rata share of the new common re- 
maining after the preference stocks 
have been satisfied, whether through 
exchanges or by cash payment. As 
we pointed out in our findings approv- 
ing the plan (Holding Company Act 
Release No. 6606, 64 PUR(NS) 321, 
354) : ) 

“Obviously, the Plan would not be 
feasible or fair if payment of the 
preference shares at their call prices 
required the sale of substantially all 
of the common stock of the new com- 
pany However, we deem the 
Plan fair in its present form and we 
are not prepared to state under other 
circumstances what we would consider 
a minimum level or floor below which 
the Plan would become unfair. We 
do not wish, unnecessarily, to create 
a problem which does not now exist 
and may never come into being. 

“The number of shares of the com- 
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mon stock of the new company that 
will be available to the public holders 
of common stock of Central will de- 
pend on at least four factors, namely, 
the sales price of the new common 
stock at competitive bidding, the num- 
ber of shares of preference stocks ex- 
changed, the amount of the spread be- 
tween the public offered the company 
and the public offering price, and the 
period of time between now and the 
date of acceptance of a bid. We must 
pass on the price and spread estab- 
lished by the competitive bidding 
when the results are known. If, in 
the light of the facts as they then exist, 
the Plan has become unfair, we shall 
take proper steps to modify our or- 
der.” 

It is our view, therefore, that the 
action proposed herein in aid of the 
plan should not be delayed at this time 
because of speculation and conjecture 
as to the price that will be offered for 
the new common. Only after bids 
have been received on the common, 
will we be in a position to know the 
actual participation to be received by 
the public holders of Central’s com- 
mon and to determine whether con- 
summation of the plan should be per- 
mitted. 

We conclude, therefore, that since 
the committee’s contentions relate 
principally to the adequacy of the price 
that may be offered for the new com- 
mon stock, their assertion is prema- 
ture and the evidence which they have 
offered to introduce is not relevant at 
this time. Moreover, such evidence 


would be of market conditions as of 
this date, which are obviously not de- 
terminative of market conditions as of 
the date of the bidding. After the bids 
on the new common stock are opened, 
the committee will have an adequate 
opportunity to be heard at the hear- 
ing relating to the fairness of the price 
and spread proposed by the successful 
bidder." We shall give appropriate 
notice of such hearing prior to the 
date that the bids are opened. Of 
course, such notice could not itself in- 
clude the terms of the successful bid. 
The terms of the bid, however, will be 
released to the press and will become a 
matter of public information on the 
day the bids are opened. In addition, 
any interested person can ascertain 
this information by inquiry to this 
Commission. 

We shall endeavor to codperate 
with the declarants and abide by the 
time schedule they have proposed. 
Since this schedule contemplates our 
entering an order on January 28, 
1947, and the consummation of the 
contract with the successful bidders 
on January 30, 1947, provided we ap- 
prove the price and spread and con- 
summation of the plan, the committee 
will not only be afforded an opportu- 
nity to present its views at a hearing 
before us, but it will also have an op- 
portunity, subsequent to our order and 
prior to the proposed date of consum- 
mation of the plan, to seek such fur- 
ther relief as it may deem appropri- 
ate.” 

An appropriate order will issue. 





11 In this connection, it should be noted that 
one of the factors bearing on the fairness of 
the price would be the amount of stock cov- 
ered by the bid. 

12 We are advised by the United States Dis- 
trict Court for the District of Delaware, which 
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approved the plan of reorganization, that it 
will be available on January 29, 1947, to con- 
sider such matters as may be presented to it 
with respect to any order we may enter ap- 
proving the price offered pursuant to the com- 
petitive bidding. 
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Re Atlanta Gas Light Company 


File No. 19367-1, Docket No. 7863-A 
December 31, 1946 
ULE NisI to natural gas distributing company to show cause 
R why its rates should not be reduced; interim rate reduction 
ordered. 


Service, § 332 — Gas distributing company — Firm gas. 


Rates, 


Rates, 


Rates, 


Rates, 


1. A local gas distributing company is responsible for making necessary 
arrangements, in order to supply the requirements of its customers, if a 
wholesale company fails in its obligation to provide an adequate supply 
to permit each customer to contract for such amounts of “firm gas” as he 
may reasonably require at the fair cost of delivering such firm gas to him, 
p. 26 

§ 143 — Reasonableness — Cost of gas service — Distributing company. 
2. Rates prescribed for a natural gas distributing company, in order to 
pass on to customers at least the amount of a rate reduction for wholesale 
supply, should cover the cost of gas purchased, with some margin to pro- 
vide for the expense of distributing the gas, but the state Commission is 
not bound to follow the rate pattern prescribed for the wholesale company 
by the Federal Power Commission, p. 27. 


§ 386 — Contract for noninterruptible gas service — Interruptible provision. 


3. A natural gas distributing company may not revise its schedules so as 
to place large industrial consumers on an interruptible basis, where such 
consumers have contract rights to purchase noninterruptible gas, until such 
time as the gas supply is adequate, p. 27. 


§ 125 — Reasonableness — Ability to pay. 

4. The Commission, in authorizing a natural gas distributing company to 
revise its rates, refused to make effective the increase in cost of gas to 
present commercial space-heating customers until after the present heating 
season, in view of the fact that the majority of these customers were apart- 
ment-house owners whose rents had been frozen for several years and who 
could not absorb increased costs, p. 27. 


§ 125 — Reasonableness — Charitable institutions — Ability to pay. 

5. Proposed increased natural gas rates for charitable or privately sup- 
ported orphanages or higher educational institutions were deemed unrea- 
sonable, and existing rates were frozen in their application to these users, 
since these institutions were supported largely from limited funds and any 
substantial increased costs would impose an unreasonable burden which 
they would not be in a position to absorb, p. 27. 





Discrimination, § 59.1 — Published schedules — Low-cost housing projects. 


6. A company delivering natural gas to low-cost housing projects under 
special contracts should establish a published rate schedule, for such projects 
in the same manner as published schedules are established for all other cus- 
tomers, p. 27. 
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Fines and penalties, § 10 — Penalty charges — Failure to comply with curtailment 
order. 
7. The establishment of a penalty charge against a natural gas consumer 
for failure to comply with the company’s curtailment order is highly un- 
satisfactory and should be eliminated from the rate schedule, p. 27. 


Rates, § 637 — Trial period — Reasonableness — Cost of service. 
8. A smaller natural gas rate reduction for a distributing company than that 
indicated as justifiable from the testimony should be prescribed for a limited 
period, to be reviewed and reconsidered at the end of that period when 
experience will show the amount of reduction in cost actually realized, as 
well as the effect of interim rates to be prescribed, where the company will 
immediately experience increased operating expenses consisting principally 
of increases in salaries and wages and the adoption of a retirement plan 
for employees and where it is uncertain of the amount of a reduction in the 
cost of purchased gas which will actually be realized, p. 27. 


Rates, § 386 — Natural gas — Dump rates. 
Statement that a dump rate schedule for large industrial use of natural gas, 
with a demand charge applicable to all gas delivered on a firm basis, would 
be acceptable, if reasonable in amount, but the fact that a distributing com- 
pany does not have enough gas to furnish firm requirements makes it a 
rate primarily for interruptible service, which should not be applied to in- 
dustrial consumers having contracts for noninterruptible service, p. 27. 
¥ 
APPEARANCES: Warren Moise, Southern Cotton Seed Oil Company, 
Counsel, R. G. Taber, President, D. W. Frank Jones, Peachtree Hills 
A. Crawford, Vice President, C. F. Apartment, George Hightower, 





Johansen, Treaurer, R. F. Carney, 
Asst. Treasurer, D. D. Beach, Indus- 
trial Engineer, D. C. Waters, Asst. 
Chief Engineer, E. D. Carswell, Asst. 
to President, L. J. Gaissert, Engineer, 
and Charles Ashby, Stone & Webster 
Service Corp., for the Atlanta Gas 
Light Company; Edgar Watkins, 
Counsel, Chadwick N. Heath, Execu- 
tive Secretary, Southern Brick & Tile 
Manufacturers Association, Thomas 
C. Hines, Vice President, Oconee 
Clay Products Co., Joseph Haas, At- 
lanta Laundries, Inc., Charles J. 
Bloch, Counsel, The Block Corpora- 
tion, Howard H. Arnold, Boyd 
White, Atlanta Real Estate Board, J. 
M. Neal, Counsel, Thompson-Wein- 
man Company, Glidden Company, 
Evans-Smith Company, and Chemical 
Products Company, F. A. Perkins, 
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Thomaston Mills, Raymond Nelson, 
H. M. Patterson & Company, T. M. 
Forbes, Cotton Manufacturers Asso- 
ciation of Georgia, King Bailey, apart- 
ment owner, John Acheson, National 
Biscuit Company, William Freeman, 
Bessie Tift College, John W. Dent, 
Thompson-Weinman Company, F. F. 
Lester, Chemical Products Company, 
D. F. Lewis, Georgia Kaolin Compa- 
ny, Kenneth W. Dunwoody, Vice 
President and General Manager, Cher- 
okee Buick Company, Henry K. 
Burns, Burns Brick Company, T. 
Baldwin Martin, Counsel, Mercer 
University, and George Hamilton, 
Federal Public Housing Administra- 
tion, for natural gas consumers; N. 
Knowles Davis, Chief Engineer, O. S. 
Vogel, Valuation Engineer, R. B. Al- 
ford, Service Engineer, and H. H. 








RE ATLANTA GAS LIGHT CO. 


Cabaniss, Auditor, for the Commis- 
sion. 


By the Commission: On Decem- 
ber 28, 1945, the Commission issued 
a rule nisi against the Atlanta Gas 
Light Company requiring it to show 
cause why the Commission should not 
prescribe reduced rates for natural gas 
service. This proceeding was origi- 
nally assigned for hearing on February 
14, 1946, but was continued and par- 
tially heard on April 10, 1946, on 
which date it was further continued 
subject to reassignment on five days’ 
notice. Other hearings were held on 
September 12th and 23rd and con- 
cluded on October 2, 1946. At the 
same time this rule nisi was issued, the 
Commission adopted a resolution call- 
ing on the Federal Power Commission 
to proceed with its investigation which 
had been pending for several years 
without action, looking toward the 
reduction of wholesale rates charged 
the Atlanta Company by the Southern 
Natural Gas Company. 

Responsive to the action of the 
Georgia Commission, the Federal 
Power Commission in an informal 
proceeding called on the Southern Nat- 
ural Gas Company for a reduction in 
rates and in response thereto that com- 
pany filed revised rates for the sale 
of gas to distributing companies. .The 
rates filed by Southern Natural Gas 
Company have been accepted by the 
Federal Power Commission, but this 
Commission is opposed to the form of 
rates established. Prior to the revi- 
sion of purchase rates all gas sold to 
the Atlanta Company was billed on a 
commodity basis, the applicable rate 
depending on the ultimate use of the 
gas. The new rate contains a demand 
charge of $1.40 per thousand cubic 


feet per day for “firm gas” plus a com- 
modity charge of 11 cents per thou- 
sand cubic feet for all firm gas deliv- 
ered. In addition a dump or “inter- 
ruptible gas” rate of 14 cents per thou- 
sand cubic feet without a demand 
charge has been established for all in- 
terruptible gas delivered. According 
to the Federal Power Commission, the 
application of this new purchase rate 
indicates a reduction of some $700,000 
in the cost of gas to the Atlanta Com- 
pany, based on maximum demands es- 
tablished and quantities of gas deliv- 
ered in 1945. It so happened that 
there was no very cold weather in that 
calendar year with the result that the 
demand for gas on the pipe line was 
substantially less than would have oc- 
curred in very cold weather. Accord- 
ing to the testimony, the coldest day 
in 1945 was on December 20th when 
the average mean temperature was 
24° F. and it was further testified that 
lower mean temperatures are general- 
ly experienced during winter periods 
than that, therefore, the actual reduc- 
tion in cost of gas will be less than the 
calculated amount if more normal win- 
ter weather is experienced. As a mat- 
ter of fact, under the new rate the At- 
lanta Company has paid $43,158 more 
from May to November inclusive (the 
period during which the new rate has 
been in effect) than would have been 
paid under the former rate, although 
some offsetting reduction may likely 
result during the remaining winter 
months. 

While the effect of the Federal Pow- 
er Commission revision is to bring 
about some reduction in the over-all 
cost of gas purchased by the Atlanta 
Company, the demand charge in the 
new rate which is applicable through- 
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out the year, increases the cost of gas 
purchased for seasonal space heating 
use. The cost of firm gas purchased 
for resale to large industrial users is 
also increased since under the former 
wholesale rates, the price of gas resold 
to large industrial consumers was de- 
termined by the rate charged the ulti- 
mate consumer. In other words, gas 
sold to a very large industrial user at 
a relatively low rate was purchased at 
a correspondingly lower rate by the 
Atlanta Company, while under the 
new pipe-line rates, all firm gas is sold 
to the Atlanta Company at one rate 
and all interruptible gas at another 
rate both irrespective of relative vol- 
ume. While the cost of purchased gas 
resold to smaller industrial users on a 
firm basis is reduced, that which is 
resold as firm gas to large consumers 
is substantially increased. In addi- 
tion, Southern Natural Gas Company 
has provided in its terms and condi- 
tions applicable to the new purchase 
rates that all gas sold any ultimate 
consumer who uses over 200,000 cubic 
feet per day must be on an interrupt- 
ible basis irrespective of the former 
contract rights of the consumer to pur- 
chase noninterruptible gas. It is al- 
leged that the capacity of the natural 
gas pipe line into Georgia is inade- 
quate to meet the present demand for 
natural gas and while the Commission 
has not made an investigation into this 
question, this appears to be true. This 
is advanced as the reason why large 
users must now contract for inter- 
ruptible gas. 


[1] In the opinion of the Commis- 
sion, it is Southern Natural Gas Com- 
pany’s responsibility to provide an 
adequate supply of natural gas to the 
local distributing company, and each 


68 PUR(NS) 


natural gas consumer should have the 
privilege of contracting for such 
amounts of “firm gas” as he may rea- 
sonably require at the fair cost of de- 
livering such firm gas to him. How- 
ever, if Southern Natural Gas Com- 
pany fails to meet its requirements to 
the public in this regard, it will be the 
responsibility of Atlanta Gas Light 
Company to make necessary arrange- 
ments in order to supply the gas re- 
quirements of its consumers. This 
could be accomplished by the installa- 
tion of peak shaving equipment, by the 
installation of standby equipment us- 
ing another fuel during periods of ex- 
tremely cold weather when the de- 
mand for gas is high, or by the instal- 
lation of both. While the Commis- 
sion recognizes the impracticability 
for either the Atlanta Gas Light Com- 
pany or Southern Natural Gas Com- 
pany to make necessary provisions for 
increased capacity during this winter, 
it will be necessary for the Atlanta 
Company either to make arrangements 
with its supplier for an adequate sup- 
ply, or to obtain an additional supply 
from another source, or to procure and 
install such equipment as is reasonably 
required in order to meet the total 
firm gas requirements of its consumers 
including gas sold on firm rate sched- 
ules plus such reasonable amounts of 
gas which larger industrial users wish 
to contract for on a firm basis. 

Prior to the September 12, 1946, 
hearing, the Commission by letter in- 
dividually notified all gas consumers 
of the Atlanta Gas Light Company 
(except those served on the General 
Rate which is herein reduced) that the 
company had filed proposed rate sched- 
ules for natural gas service in response 
to the citation of the Commission. 
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This notification advised each con- 
sumer of the actual effect of the pro- 
posed rates on his cost of gas and the 
time and place of the scheduled hear- 
ing in order that anyone might give the 
Commission his views regarding the 
suggested rates. In addition, all con- 
sumers using over 200,000 cubic feet 
per day were individually advised as 
to the provisions of the proposed in- 
terruptible gas rate applicable to their 
service and the effect of this rate based 
on a specific quantity of “firm gas” to 
be delivered. These letters were sent 
to all consumers irrespective of wheth- 
er the revision in rates would increase 
or decrease the cost of gas. 


A large number of gas consumers 
were represented at the hearing and 
many others wrote letters to the Com- 
mission objecting to the new rates pro- 
posed. Consumers classified as inter- 
ruptible and building space heating 
consumers expressed the strongest ob- 
jections to the rate changes. The for- 
mer group expressed concern regard- 


ing the inability to obtain firm and, 


continuous gas service under the pro- 
posed terms and conditions, and re- 
garding the substantial increase in cost 
of gas which might be procured on a 
firm basis and they further objected 
strenuously to the penalty provision in 
the new rate which applied if curtail- 
ments were not effected when request- 
ed by the company. This group also 
contended that as more gas was sold to 
other classes of users the number and 
length of interruptions would increase 
to such an extent as to cause serious 
consequences.  Space-heating con- 
sumers objected to the substantial in- 
creases proposed in the cost of gas for 
building space-heating purposes. The 
majority of these consumers are apart- 


ment-house owners who pointed out 
that rents had been frozen for some 
four years without any relief whatso- 
ever, and that they could not absorb 
further increased costs such as the new 
gas rates would bring about. 


[2-8] The immediate problem is to 
prescribe and establish new rate sched- 
ules for natural gas service which will 
pass on to ultimate consumers at least 
the amount of reduction in cost of gas 
estimated to be realized by the Atlanta 
Gas Light Company. The Commis- 
sion does not feel that it is necessary to 
follow the rate pattern of the Federal 
Power Commission in prescribing 
rates for gas sold by the Atlanta Com- 
pany, but the rates prescribed should 
cover the cost of gas purchased with 
some margin to provide for the ex- 
pense of distributing the gas. It is 
difficult, however, to prescribe new 
rates for all classes of service without 
actual experience as to the effect of the 
new purchase rates. The Atlanta 
Company proposes a dump rate sched- 
ule for large industrial use of gas with 
a demand charge applicable to all gas 
delivered on a firm basis. This form 
of rate, if reasonable in amount, is ac- 
ceptable, but the fact that the Atlanta 
Company does not have enough gas to 
furnish firm gas requirements of its 
customers makes this schedule a dump 
rate, or, in other words, a rate pri- 
marily for interruptible service. 


In view of this situation it is the 
opinion of the Commission that the 
present contract rights of the industrial 
consumers should not be disturbed un- 
til such time as gas supply is adequate. 
Consequently this order will provide 
for freezing the present rates and pres- 
ent contract provisions in so far as pres- 
ent consumers using more than 200,- 
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000 cubic feet per day are concerned. 
The new large use industrial schedule 
proposed by the company will be au- 
thorized as an optional rate for pres- 
ent consumers and while it is not the 
purpose of the Commission to approve 
the rate for new consumers, it will be 
authorized for application to new con- 
sumers on a trial basis for an interim 
period. This freezing of present rates 
will continue for a period of one year 
at which time the whole matter will be 
reviewed by the Commission. 


The original rate proposals submit- 
ted by the company had a serious ad- 
verse effect on commercial space-heat- 
ing customers. The record discloses 
that the new purchase rates as accept- 
ed by the Federal Power Commission 
will increase the cost of gas bought and 
resold for space-heating purposes from 
30 cents to approximately 35 cents per 
thousand cubic feet due to poor load 
factor or part time use of gas for such 
purposes; that the present average 
selling price is 34} cents per thousand 
cubic feet and that unles the space- 
heating rate is increased this gas will 
be sold for less than its purchase cost. 
Under the new rate the average price 
to ultimate consumers will be approxi- 
mately 39 cents per thousand cubic 
feet. The commercial rate herein pre- 
scribed has a 35 cents per thousand 
cubic feet step which the Commission 
has added for all gas used in excess of 
50,000 cubic feet per month and which 
materially reduces the increases in 
the cost of space-heating gas below 
that originally proposed by the com- 
pany. The space-heating consumers 
largely based their objections to the 
increased cost on the freezing of rents 
and for this reason this order will not 
make effective the increase in cost of 
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gas to the present ““N—3” space-heating 
customers until after the present heat- 
ing season. 

Certain educational and eleemosy- 
nary institutions have objected strenu- 
ously to very substantial increases in 
cost of gas which would result from 
the rates proposed by the Atlanta Gas 
Light Company. These institutions 
have pointed out that they are sup- 
ported, to a large extent, from limited 
funds and that any substantial in- 
creased costs would be an unreasonable 
burden which they are not in a position 
to absorb. It is the opinion of the 
Commission that the proposed in- 
creased cost of gas to charitable or pri- 
vately supported orphanages or higher 
educational institutions is unreason- 
able, and that the present rate should 
be frozen in its application to these gas 
users, and this order will so provide. 


The Atlanta Gas Light Company 
proposed rates for Federal housing 
projects which would increase the cost 
of gas to the low cost housing projects 
by $9,421 per annum and reduce the 
cost to the Federal Public Housing 
Projects by $1,358 per annum. The 
housing authorities objected to the sub- 
stantial increase in cost of gas delivered 
to low-cost housing projects. At the 
present time gas is delivered to some 
14 projects under special and individ- 
ual contract agreements, and none of 
the rates contained therein are avail- 
able for service at other locations. In 
order to avoid discrimination it is nec- 
essary that regulated public utilities 
have published rate schedules which 
are available to all actual and prospec- 
tive consumers alike in accordance with 
the terms of the respective schedules. 
Furthermore one purpose of the pres- 
ent proceeding is to simplify and con- 
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solidate rate schedules and remove spe- 
cial contract rates. In the opinion of 
the Commission, a published rate 
schedule should be established for low- 
cost housing projects in the same man- 
ner as published schedules are estab- 
lished for all other customers of the 
company. The Commission has 
sought to establish a rate which would 
not result in an increase to any of the 
housing projects but has found it im- 
practicable to develop a rate which 
would not adversely affect some of the 
individual projects, however, the over- 
all effect of the rate herein prescribed 
will not increase the revenue of the gas 
company. Although the new rate in- 
creases the cost of gas to projects lo- 
cated in Atlanta, the reduction to other 
projects completely offsets this in- 
crease. As a matter of fact the in- 
crease in Atlanta amounts to only 
about 2? cents per month per resi- 
dential unit and this does not appear 
to be unreasonable, in view of the fact 
that this class of consumer is now re- 
ceiving gas service at a much lesser cost 
than other residential consumers of 
the company. 


With respect to rates applicable to 
the Federal Public Housing projects 
the Commission herein prescribes a re- 
vised rate application which will in- 
crease the company’s proposed reduc- 
tion to these consumers of $1,358 per 
annum to $5,600 per annum. 


Among the other new rates under 
consideration is a special rate for mill 
villages proposed by the company. 
Prior to the present proceeding the At- 
lanta Company proposed such a special 
rate and on April 3, 1946, the Commis- 
sion prescribed a new rate for this class 
of service. This rate was never made 
effective, however, since it became ap- 
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parent that all the rates of the Com- 
pany would be soon revised as a result 
of the change in cost of purchased gas, 
and it appeared advisable to postpone 
the question which the Commission 
concluded to do. At the time the mill 
village rate was under consideration 
the Atlanta Company pointed out that 
mill village gas was classified as “Gen- 
eral Service Gas’ under their former 
purchase contract and as such this gas 
cost 30 cents per thousand cubic feet. 
The company pointed out further that 
where such gas was sold under the 
then existing industrial rates it was 
sold for less than its cost to the com- 
pany. However, this situation has 
now changed, since the new purchase 
rates make no distinction as to ultimate 
use and it, therefore, appears unneces- 
sary to establish a special mill village 
rate for application where gas is used 
by an industry and the mill village gas 
is merely a supplementary use. On the 
other hand there are a few locations 
where an industry wishes to contract 
for mill village gas without using any 
gas for industrial purposes and the 
proposed mill village rate will be au- 
thorized for such application. 

The large use Interruptible Gas 
Service Rate proposed by the company 
states: “In the event the customer 
fails to comply with a curtailment or- 
der of the company reducing its hourly 
and daily use of gas, the quantity of 
firm use established for the customer 
shall be increased by that quantity of 
gas equal to the full volume of gas tak- 
en by the customer between the effec- 
tive time of the curtailment order and 
the effective time of the next succeed- 
ing partial or complete restoration or- 
der. The firm use charge shall be paid 
for a period of twelve months even 
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though the customer receives no gas.” 
This is nothing more than a penalty 
charge which would be made for twelve 
consecutive months without entitling 
the customer to any additional firm 
gas, and furthermore, the penalty 
charge would be duplicated for each 
separate time a curtailment was not ef- 
fected even though the gas delivered 
during succeeding curtailment periods 
did not exceed that rate of delivery for 
which a penalty had already been es- 
tablished. The establishment of a pen- 
alty charge against a customer for 
using service provided by a utility is 
highly unsatisfactory and this provi- 
sion will be revoked by the Commis- 
sion. 

While testimony by the Commis- 
sion’s staff indicated that a rate reduc- 
tion of some $1,500,000 is indicated to 
be justified at the present time, the 
company countered with testimony as 
to substantially increased operating ex- 
penses which will be experienced im- 
mediately, consisting principally of in- 
creases in salaries and wages immedi- 
ately facing the company, and the 


adoption of a retirement plan for their 
employees. This, coupled with the un- 
certainty of the amount of reduction in 
cost of purchased gas which will ac- 
tually be realized, indicates that a 
somewhat lesser reduction should be 
prescribed for a period of one year, to 
be reviewed and reconsidered by the 
Commission at the end of such period 
when actual experience will show the 
amount of reduction in cost of gas ac- 
tually realized, as well as the effect of 
the interim rates herein prescribed. It 
is the opinion of the Commission that 
the rates of the Atlanta Gas Light 
Company should be reduced and the 
rates prescribed herein will effect sav- 
ings to natural gas consumers in the 
amount of $734,500 per annum. 
However, the rates prescribed in this 
order are established as interim rates 
only for a twelve months’ period and 
on or before the expiration of twelve 
months the Commission may review 
this entire matter and prescribe differ- 
ent rates or terms and conditions based 
upon the experience gained in this test 
period. 
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BROTHERHOOD OF R.R. TRAINMEN v. VALLEY TRANSP. CO. 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Brotherhood of Railroad Trainmen, Blue 
Mountain Lodge No. 694 


Vv 


Valley Transportation Company 


Complaint Docket No. 14192 
March 3, 1947 


gene by railroad company to dismiss complaint of union 
against rate increase; denied. 


Rates, § 641 — Complaint against increase — Proper parties to hearing. 


A complaint may be brought against a rate increase by anyone having an 
interest in the subject matter, and if there is doubt as to the standing of 
a party making a complaint, a hearing should be ordered so that facts show- 
ing his interest may be presented. 


(S1ccrns, Chairman, dissents.) 


By the Commission: This matter 
comes before us upon motion by the 
Valley Transportation Company, re- 
spondent, to strike or dismiss a com- 
plaint filed against it January 29, 1947, 
by the Brotherhood of Railroad Train- 
men, Blue Mountain Lodge #694 
(hereinafter called Brotherhood), for 
insufficiency in form and in substance. 
This motion is procedurally proper un- 
der Rule 37 of our Rules of Practice, 
providing as follows: “Any party 
deeming a pleading insufficient in form 
may file with the Commission a mo- 
tion to strike. Any party deeming a 
pleading insufficient in substance, 

may file with the Commission a 
motion to dismiss.” 

This motion was duly served upon 
complainant, but no answer has been 


filed. 


* 
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The complaint sets forth the follow- 
ing allegations: 

“Effective February 2, 1947, the 
Valley Transportation Company has 
served notice that they will increase 
fares by eliminating (1) The $1 week- 
ly passes, (2) the $1.50 weekly passes. 

“The elimination of the $1 weekly 
pass will cause patrons of the Valley 
Transportation Company, who use 
this service seven days a week to have 
their fares increased 5 per cent riding 
the one fare zone only. 

“The patrons of the Valley Trans- 
portation Company using this service 
six days a week in the 2-fare zone 
will have their transportation cost in- 
creased 20 per cent weekly. 

“The patrons of the Valley Trans- 
portation Company using this service 
in the 2-fare zone seven days a week 
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will have their transportation cost in- 
creased 40 per cent. 

“The Blue Mountain Lodge #694 
is interested in this complaint due to 
the fact that several of their members 
use this transportation to travel to and 
from work and believe that the increase 
in rates unjust and unreasonable.” 

Section 1001 of the Public Utility 
Law, authorizes complaints against 
public utilities by those having an in- 
terest in the subject matter, and pro- 
vides that the Commission, by regula- 
tion, may prescribe the form of such 
complaints. 

In the case of Hegarty and Munici- 
pal Ownership Water League of Wy- 
oming Valley v. Luzerne County Gas 
& E. Co. (1941) 23 Pa PUC 118, 119, 
the Commission dismissed the com- 
plaint of the Municipal Ownership 
Water League of Wyoming Valley, 
Inc., saying “The instant complaint 
does not aver that the league is a con- 
sumer of Luzerne County Gas and 
Electric Company, nor does it appear 
that the league has any other interest 
in the rates and charges of the Com- 
pany.” 

In Yoder and Pennsylvania Public 
Ownership League v. Belleville Water 
Co. (1940) 21 PA PUC 412, the 
Commission held that the question of 
whether or not the complainants had 


such an interest, as to make them prop- 
er parties, was one of fact, and the 
Commission received testimony on that 
point. 

In the instant case, it is apparent 
that the Brotherhood, as such, can 
hardly be considered a patron or cus- 
tomer of the respondent. It is like- 
wise true that the Commission’s Rules 
of Practice (rules 7, 26) require that 
a complaint be verified by an author- 
ized officer of a party complainant, if 
a corporation or association, and exe- 
cution by the Brotherhood secretary 
of an individual affidavit form does not 
comply with our rules for a corporate 
or association complaint. In our 
opinion, however, there are sufficient 
averments in the complaint to indicate 
a possible interest on the part of the 
Brotherhood acting in a representative 
capacity, and, as was done in the Yoder 
Case, supra, the matter should be set 
down for hearing at which the Brother- 
hood will have an opportunity to place 
of record facts showing the interest in 
the. subject matter essential under 
§ 1001 of the Public Utility Law; 
therefore, 

It is ordered: That the motion to 
dismiss the complaint be and is hereby 
refused, and that hearing be scheduled 
in due course. 

The Chairman voted in the negative. 
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$16,800,000 Program Started by 
Wisconsin Electric Power 


ee E.ectric Power CoMpANy has 
begun a construction program involving 
an estimated expenditure of $16,800,000 for im- 
mediate expansion and improvement of its serv- 
ice facilities and has under way engineering 
studies designed to formulate a 10 to 15 year 
program of power plant additions. 

In the current program $12,600,000 is the 
cost estimate for 1947 work, subject to avail- 
ability of equipment, materials, and manpower, 
and $4,200,000 would be required in 1948 to 
complete some of the larger projects. Main 
item in this program is completion of the third 
unit at the Port Washington power plant. 

Other items in the budget are substantial 
transmission and distribution line extensions 
and improvements. 

‘Construction of eight new substations and 
expansion and improvement of others are also 
projected, 

Among general improvements will be estab- 
lishment of a new electric distribution head- 
quarters building, purchase of $272,000 worth 
of trucks and automobiles, and rehabilitation 
and modernization of the all-electric home and 
merchandise sales quarters in the Public Serv- 
ice building. 


New Merchandising Manager 
Named by Hotpoint 


| gem R. Taytor has been appointed mer- 
chandising manager, Hotpoint Inc., Chi- 
cago, L. C. Truesdell, vice president in charge 
of marketing, announced recently. Mr. Taylor 
comes to Hotpoint from Zenith Radio Com- 
pany. 

In his newly-created position, Mr. Taylor 
will direct all of the company’s advertising, 
sales promotion, sales planning, sales training, 
and kitchen planning activities. 


Load-center Power Distribution 
Added to G-E Program 


gee power distribution has been add- 
ed to the list of subjects in the General 
Electric Company’s “More Power to America” 
program. This new offering, which is aimed at 
the modernization of present power-distribu- 
tion systems as well as the practical and effi- 
cient engineering of new installations, includes 
a 64-page manual “Load-Center Power Distri- 
bution,” a booklet “What Load-Center Power 
Distribution Can Do For You,” and a 30- 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





minute sound slidefilm in full color entitled 
“Modern Industrial Power Distribution.” 

This is a long-range program for power 
sales engineers designed to promote more effi- 

“cient utilization of present available electric 

power through the use of load-center power 
distribution. Another purpose is to inspire the 
use of added power by showing how this 
method of distribution can simplify the prob- 
lem of meeting future power demands. It 
encourages the placing of power where it is 
needed, and stimulates greater safety, flexi- 
bility, and dependability, as well as low-cost 
installation and maintenance. It shows how 
benefits to utility and user alike can result 
from use of load-center power distribution. 

Copies of the film and supplies of the ac- 
companying literature may be purchased from 
the nearest G-E office. 


Louisiana Pwr, & Lt. Program 
Hits All-time High 


HE 1947 Construction Budget of Louisiana 
Power & Light Company involves an all- 
time high of $4,200, 

The bulk of this year’s expenditures will go 
to the electric department with $3,790,000 being 
allocated to different plants in the following 
order: Production plant, $71,000; transmission 
plant, $1,118,000 ; distribution plant, $2,340,000 ; 
general plant, $260,000. The gas department 
will receive $290,000 and the remaining $120,- 
000 will go to the transportation department. 


$9,000,000 Program Proposed 


ANSAS City Power & Licht CoMPAny has 
K a 1947 construction budget calling for 
plant expenditures of about $9,000,000, of 
which $2,200,000 will go for power production 
facilities, $3,000,000 for transmission lines, and 
$3,600,000 for distribution facilities. 

Approximately $7,500,000 construction is ex- 
pected to be completed this year. This will 
comprise half of the amount budgeted for the 
year and $3,000,000 of work in progress car- 
ried over from 1946, 


New Plastic Protective Covering 


A FOUR-PAGE, two-color pamphlet giving de- 
tails of and uses for Koppers Bituplastic, 
a new plastic protective coating that water- 
proofs and vapor seals, has been issued by 
Wailes-Dove Hermiston Corporation, West- 
field, New Jersey. Special adaptability for use 
of the protective coating on above ground 
tanks, gas holders, railings, fire escapes, orna- 
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mental iron work, gutters, storage tanks and 
towers, cooling towers, metal buildings, roofs 
and its ability to waterproof and dampproof 
any wall surface of metal, masonry or con- 
crete are listed. Details regarding its quick 
drying, fire retardancy, ability to withstand 
temperature extremes, and applicability with 
brush or spray are also provided together with 
data on types of Bituplastic and special recom- 
mendations for use of each type. 


Hydrauger Issues Bulletin on 
Earth-boring Machines 


NEWLY issued 16-page bulletin is announced 

by the Hydrauger Corporation, Ltd., of 
San Francisco. According to E. D. Rogers, 
manager of the concern, the time and labor 
saving advantages of these horizontal earth 
boring machines seem more valuable than at 
any previous time. The three new compressed- 
air operated models 10-A, L-2, and LHH-2 (a 
radical new, hand-held model) are fully cov- 
ered in the new bulletin. 


$20,000,000 Program Proposed 
By Braddock Light & Power 


HE Braddock Light & Power Company will 
break ground early in June on a $20,000,000 
expansion project in Alexandria, Virginia, to 
provide more power for the Washington area. 
James H. Ferry, executive vice president of 
the Potomac Electric Power Company and 
vice president of the Braddock Company, a 
Pepco subsidiary which operates in nearby 
Virginia, announced the construction plans. 
About $15,000,000 of the total will be used 
for the erection of two 80,000-kilowatt gen- 
erating units, transmission lines, coal storage, 
railroad tracks, and equipment for grading, 
coal transmission, and ash handling. The re- 
mainder will be used for five to six miles of 
underground lines which will carry 66,000 volts 
from Alexandria to Washington. 


Georgia Power Company Has 
Large Expansion Program 


EORGIA Power COMPANY is now in the 

midst of a three-year $52,000,000 expan- 
sion program. It is expected that expenditures 
for the two years following that program will 
be at not less than the present rate, or slightly 
more than $17,000,000 a year, which indicates 
an $85,000,000 program for five years. 


Cochrane Bulletin 


A= edition of Cochrane publication 
4021 describing carbonaceous zeolite 
water conditioning equipment for softening 
boiler feed and industrial process waters has 
just been printed. Seven typical installations 
are iliustrated and a number of application 
flow diagrams are included. Curves, tables, and 
the various chemical reactions involved com- 
plete the technical data. 

Copies of this 16-page bulletin may be ob- 


tained by writing Cochrane Corporation, 17th 
street & Aliegheny avenue, Philadelphia 32, 
Pennsylvania. 


Bendix Holds School for 
Home Service Personnel 


H OME service personnel of 12 utilities con- 
vened for a three-day school in Bendix 
Home Laundry Institute April 29th. Purpose 
of the utility home service forum, which was 
directed by Miss Margaret B. Doughty, insti- 
tute director, was to acquaint the women with 
automatic home laundering techniques, laundry 
planning, fundamentals of laundering, and the 
load-building potentialities of automatic equip- 
ment. 

Speakers included Judson S. Sayre, presi- 
dent of Bendix Home Appliances, Inc.; Miss 
Doughty; M. R. Rodger, utility sales manager ; 
Walter J. Daily, director of advertising; Mary 
Belle Burnett, Cincinnati Gas & Electric Com- 
pany ; Kenneth C. Randolph, chief chemist ; 
A. P. Smith, national service manager, and 
Grant Layng, manager of the builders divi- 
sion, 


New England Pwr. Association 
Plans Large Expansion 


HE 1947 construction program of the New 

England Power Association probably will 
involve an expenditure of upward of $20,- 
000,000, according to a recent announcement. 


$8,700,000 Program Proposed 


UBLIC SERVICE COMPANY OF NEw Hamp- 

SHIRE proposes to spend $8,700,000 for prop- 
erty expansion this year and an additional 
$23,850,000 in the succeeding half decade. Gen- 
erating facilities account for $6,300,000 of this 
year’s program and for $11,600,000 of the ad- 
ditional expenditure contemplated for the fol- 
lowing five years. 


Sylvania Announces Winners 
of Design Competition 


y= of the four major awards in Syl- 
vania Electric’s third annual fluorescent 
fixture design competition, devoted this year 
to improved schoolroom lighting, were present- 
ed with $1,100 in cash prizes recently by Robert 
H. Bishop, vice president in charge of sales for 
the company. 

A streamiined, functional, ceiling type fix- 
ture which uses two 40-watt fluorescent lamps 
and is constructed to distribute the light down- 
ward and forward, won the first prize of $500 
for Lynn L. Sweetland, Jr., of the New York 
State Electric & Gas Corporation, Bingham- 
ton, New York. Gerald E. Parks, of the Metro- 
politan Edison Company, Reading, Pennsyl- 
vania, won second prize and $300 for his design 
of a four-lamp, fuliy louvered fixture which 
directs light outward from the sides as well as 
downward; Robert M. Francis, Public Service 
Company of Northern Illinois, Joliet, Ill., was 
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The increasing dissimilarity of modern loads of commercial customers 
makes it impractical to use averages in establishing a sound basis 

' for recovery of fixed charges. The large proportion of plant investment 
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awarded third prize of $200 for his fixture 
utilizing three 40-watt fluorescent lamps and 
incorporating a clear plastic top shield which 
permits a complete spill of indirect light from 
the ceiling and allows for ease of maintenance; 
and Warren W. Weiss, Pacific Gas & Electric 
Company of San Francisco, Calif., recieved 
fourth prize and $100 for a fixture containing 
two 100-watt fluorescent lamps, which may be 
utilized for blackboard lighting by means of 
a rotating shield on either side. 

Limited to engineers of public and private 
utilities, this year’s contest, which opened No- 
vember 30th and closed on March 15th, drew 
over 300 entries from all parts of the country. 
Judging was based on appearance, instaliation 
flexibility, maintenance features, lighting lay- 
out and light distribution of the designs sub- 
mitted, and a minimum of 40 footcandles on 
the desk and 30 footcandles on the chalkboard 
was required. 


Plans $3,000,000 Expansion 


i omnes Gas & Etectric COMPANY now has 
in the designing stage a 30,000-kw. ex- 
tension to its Ripley steam plant. Construction 
is to start this summer, and the new unit is 
to be ready in October, 1948. Included in the 
property expansion program is the extension of 
rural service to serve farms in the area as 
fast as material is available. This part of the 
program is expected to be finished early next 
year. 

Construction outlays this year will be close 
to $3,000,000. 


AGA Appointment 


H Cart WoLF, managing director, an- 
¢ nounces the appointment of Jean Clarke 
Thompson to the publicity bureau of the 
American Gas Association to direct all domes- 
tic gas equipment publicity and services cover- 
ing the use of gas equipment in homes for 
national magazines, women’s pages of news- 
papers, and women’s radio programs. 


Construction Loans Announced 


= loans — chiefly for distribu- 
4 tion lines, system improvements or new or 
additional generating capacity—recently were 
made to the following enterprises by the Rural 
Electrification Administration : 

Forsyth County Electric Membership Cor- 
poration, Cumming, Ga., $65, 

Sekan Electric Codperative Association, Inc., 
Girard, Kans., $480, 

Santee Electric Cooperative, Inc., Kingstree, 
a Ge ,000. 

Cond Electric Cooperative, Inc., Walter- 
boro, S. C., 

Mid- A a "Electric Cooperative, Inc., 
Lexington, S. C., $278,000. 

Nueces Electric Codperative, Inc., Robstown, 
Tex., $50,000. 

Grand Valley Rural Power Lines, Inc., 
Grand Junction, Colorado, $125,000. 

K.P. Electric Membership Corporation, 
Ainsworth, Neb., $697,000. 


You can patch the EXACTLY RIGHT tug - 











Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 







You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 





Also .Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Wholesalers 


PENN-UNION 


(on oF. 523 55 On @ ok ° | ee ee oe ee 
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RE YOU trying to get along with trucks that 
are uneconomical to operate? 


Are your costs high as a result of trucks that don’t 
fit your particular hauling needs? 


If so, you’re probably considering replacing your 
equipment with trucks that really fit your job, save 
you money! 


It stands to reason that a truck that fits your loads 
and operating conditions will give better per- 
formance, better service to your customers, and 
operate at lower cost. 


To give you exactly the right truck for your loads 
. . over your roads. . . Dodge builds 175 different 
**Job-Rated”’ chassis models. 


In each, you get exactly the right one of 7 engines 
—to give the pulling power you need with the 
economy you want. 


You get exactly the right one of 5 clutches, 4 trans- 
missions, 18 rear axles . . . the right springs, brakes, 
and other chassis units . . . for “top’’ performance, 
longer life. 


To make sure that your next truck is “*Job-Rated”’ 
to fit your job, see your Dodge dealer . . . because 
only Dodge builds “‘Job-Rated’’ trucks! 


DODGE DIVISION OF CHRYSLER CORPORATION 








‘ONLY DODGE BUILI 1S 


Fit the Job...Last Longer ! 





26 Public Utilities Fortnightly May 22, 1947 








SHIPS 


x*x*k 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


xk 


PRESSURE VESSELS 


x*rk 


STEEL, IRON and 
BRASS CASTINGS 


xk 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xx** 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 

















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


























RY 
SWITCHES 


are used in all Mercoid Controls. 
They assure better control performance 
and longer control life. That is why 
Mercoid Controls rate avery high 
percentage of customer satisfaction 
-a good reason for featuring- 


MERCOID 
%» CONTROLS -; 














(2) MAGNET TYPE 


Ri 


1. 
c.¥ 


| THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, ILLINOIS 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Appraisat Company 
ORIGINAL COST STUDIES ¢e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NBW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








bef} Jord, Bacon & Davis 
BaD 


: 

VALUATIONS EF G CONSTRUCTION 
REPORTS n Meers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 
Seeeete ten POWER ENGINEERING SINCE 1906 5. ..cing and Expediting, 


Steam, Electric, Gas, Hydro, 
Ree ant Saacusetes, Serving Utilities and Industrials ee eos 








Operating Betterments, * se - 
Inspections and Surveys, Reading ? Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington e New York Accident Prevention, 
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FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 








FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
Design Reports 
Construction H. A. KULJIAN & COMPANY Valuations 
Engineers 
Public Utilities and Industrials. 
Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators . 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—lInvestigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “<=. Washington, D. C. 











“Ds Complete Services for GAS and ELECTRIC Utilities 


“a J 
DESIGNING « ENGINEERING * CONSTRUCTION "49 | 
PIPING * EQUIPMENT « SURVEYS « PLANS Td ra | al. 
Complete Plants, Additions or Installations . . . 

every detail geared to more profitable operation. ENGINEERS * CONSTRUCTORS * MANUFACTURERS 





See Sweets Files, Refinery Catalog, etc., for details 


(Professional Directory Continued on Next Page) 
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PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 











ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ili. 








E. A. STEINBERGER 


Consulting Valuation A tant and Engi 





Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 


The National Society of Professional Engineers and National Society of Cost Accountants 


1309 Liberty Bank Building Dallas 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








BLACK & VEATCH 


ALBRIGHT & FRIEL, INC. 


FRANCIS S. FRIEL CONSULTING ENGINEERS 
Consulting Engineers J P wr 
Water, Sewage and Industrial Waste Problems Appraisals, investigations and re- 
Airfields, Refuse Incinerators, Industrial Buildings ports, design and supervision of con- 
City Planning, Reports, Valuations, Laboratory struction of Public Utility Properties 


KANSAS CITY, MO. 





1528 WALNUT STREET PHILADELPHIA 2 4706 BROADWAY 
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EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


ROBERT T. REGESTER 


Consulting Engineer 


HypraAu.Lic Structures — UTILITIES 
FLoop Contro, — WaTER WorRKS 


Baltimore Life Bldg. Baltimore 1, Md. 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 








A. S. SCHULMAN ELEctric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 


COMMERCIAL INSTALLATIONS 


537 SouTH DEARBORN St. CHICAGO 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


PUBLIC UTILITIES AND INDUSTRIALS 
SUPERVISION OF CONSTRUCTION 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 
REPORTS — EXAMINATIONS — APPRAISALS 


BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











MANFRED K. TOEPPEN 
ENGINEER 
COoNSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHicaco 














FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tox, rate case 
work and original cost studies. 








Representation in this Professional Direc- 
tory may be obtained at very reasonable 


rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 
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"+ Concise, handy data to have on tap . .. 


This helpful new book will give you latest details on 
upward-acting doors for every type of building, old or 








new famous Kinnear Steel Rolling Doors with motor 





or manual operation, Rolling Fire Doors, sectional-type 
doors, and protective roiling grilles. Send for your 
free copy of this new Kinnear Catalog today! 


THE KINNEAR MANUFACTURING CO. 
FACTORIES 
2060-80 Fields Avenue @ Columbus 16, Ohio 
1742 Yosemite Ave. @ 4 poor 'y 24, Calif. 
Offic nd Agents in ipal Citie 








Woden 
INDUSTRIAL 
POWER 
DISTRIBUTION 


DIRECTED TOWARD A MORE EFFICIENT 
USE OF ELECTRIC POWER 

This new MPA program is about your 
industrial customer's own electrical system. 
It dramatizes with simple terms and dia- 
grams, how the reliability and flexibility of 
his electrical system can be improved most 
economically. 

The program has been designed to aid in 
selling the idea of modern industrial power 
distribution—one of the first steps that 
must be taken in providing for the most 
effective utilization of electric service. It 
consists of three parts: (1) A manual for 
the power sales engineer, distribution 
engineer, and plant engineer with compre- 
hensive technical data on load-center dis- 
tribution. (2) A full-color sound slide film 
that will act as the focal point for successful 
sales meetings. (3) A booklet, “What Load- 
center Power Distribution Can Do For 
You.” The manual also contains valuable 
ideas for the preparation and presentation 
of the program. 


GENERAL 


A VITAL LINK IN ELECTRICAL POWER DISTRIBUTION 


Vast sums of money have been spent in 
developing electrical generating plants and 
distribution systems to their present high 


level of efficiency and performance. This . % 


has been most important in bringing more 
power to America. However, it must not be 
forgotten that all of the electrical power 
used in American industry must get to the 
job via the electrical systems owned and 
maintained by the consumers within their 
own plants. It is this link in the power 
distribution chain, more than any other, 
that needs attention if American industry 
is to continue its march to more goods for 
more people at less cost. 


Your local General Electric representa- 
tive will be glad to give you further infor- 
mation on how you ¢an present this pro- 
gram to your power sales engineers and to 
industrial groups in your area. Apparatus 
Dept., General Electric Co., Schenectady 5, 


N. Y. 


ELECTRIC 


301-131E 
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